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SMOKING DETERRENCE ACT OF 1978 



MONDAY, OCTOBER 23, 1978 

U.S. Senate, 

CoM3IITTEE ox COMMERCE, SciEXC E, AND TRANSPORTATION, 

Subcommittee for Consumers, 

Lexington^ Ky. 
The subcommittee met at 9 a.m. in the auditorium. College of Agri- 
culture, University of Kentucky, Lexington, Ky., Hon. Wendell Ford 
(chairman of the subcommittee) presiding. 

OPENINO STATEMENT B7 SENATOR FORD 

Senator Ford. Good morning, ladies and gentlemen. If I could have 
your attention for just a moment, I would like to make an openhig 
statement and then we will hear from three of the elected officials of 
Kentucky; the Governor, the senior Senator, and the Congressman 
from the Sixth District. 

I want to thank so many of your for coming to tliis hearing today 
and for all of the work that was put into this hearing prior to today. 
I want to keep my opening remarks very brief because the reason we 
are here is to give you the opportunity to tell the Kentucky side of 
the story about the importance of tobacco to the economy of not only 
this State but other parts of the Nation. 

Smoking has been under attack continuously since tobaxjco was 
first introduced over 400 years ago. The controversy over tobacco con- 
tinues to simmer, not only in Washington but elsewhere. 

For example, since 1973, at least 30 States and the District of Co- 
lumbia have enacted laws that ban smoking in certain public places. 
Antismoking restrictions have been imposed in hundreds of local com- 
mimities. And airlines are now considering banning smoking from all 
commercial aircraft. 

The most recent controversy over tobacco at the national level has 
centered around the crusade of Health, Education, and Welfare Sec- 
retary, Joseph Califano, who has \vaged virtually a one-man war on 
tobacco. His requests for funds to carry out this campaign were sub- 
stantially mollified by key tobacco-State legislators in Congress. 

Even though we have been able to hold Califano at bay for the time 
being, several other attempts were made in the recently concluded 95th 
Congress to enact legislation that can only be characterized as punitive 
to the tobacco industry. 

Among the most publicized of these legislative efforts were the bills 
introduced late in the session by Senator Edward Kennedy, and it 
is this legislation which is serving as the focal point for these hearings. 

(1) 
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Even though the bills failed to be brought to the Senate for a vote, 
Senator Kennedy or others may reintroduce similar legislation — in- 
cluding a bill to tax cigarettes on the basis of tar and nicotine con- 
tent — ^rly in the next session of the 96th Congress. 

Thorough and exhaustive hearings have been held to advance the 
reason why this legislation should te enacted, and every aspect of the 
health questions surroimding tobacco has been explored in great de- 
tail in hearings held by Senator Kennedy. 

Meanwhile, those who oppose such an approach as the one Senator 
Kennedy who proposes have had little opportunity to make their views 
known for the record^ particularly as it relates to the economic re- 
percussions of such legislation. 

. The proponents of this legislation do not recognize that tobacco is 
a multibillion dollar business which makes a sizable contribution to the 
American economy. 

V They do not understand that more than 600,000 farm families — 
90 percent of the small family farms in this State alone — derive much 
of their income from tobacco. 

And they will continue to refuse to consider the argument that the 
sheer economics of this situation dictate finding a solution rather than 
abolishing an industry. 

This is the point that I, along with other tobacco-State Members 
of Congress, have been trying to get across for years, and our argu- 
ments are becoming time-worn and weary. We do not want the Con- 
gress to be a willing accessory to the further jdemise of the family 
farm, because unless we find a suitable alternative to growing tobacco, 
that's what will happen and the people are going to be left with only 
two choices — ^to leave the family farm or end up on welfare. 

I intend for these hearings to reflect the serious nature of this 
situation. Hopefully, through testimony that will be presented here 
today and in Bowling Green tomorrow, we will be able to balance 
the record which at this point is tilted strongly in the antitobacco 
direction. 
j'~' Abolishing tobacco from the American scene is not the answer to 
, the questions which have been raised. Such an approach is unrealistic 
and unfair. It is also more than 300 years too late. 

I eagerly look forward to the testimonjr this morning, and once 
again thank you for taking the time to provide your assistance in this 
matter which is so important to all of us. 

[The bill follows:] 
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95th congress 
2d Session 



S.3118 



t 

IN THE SENATE OF THE UNITED STATES 

Mat 19 (legislative day, May 17), 1978 

Mr. Kexxedt (for himself, Mr. Williams, Mr. Chafee, Mr. Randolph, Mr. 
Pell, Mr. Riegle, Mr. McGoverx, Mr. Hart, and Mr. Leahy) introduced 
the following bill ; which was read twice and refen-ed to the Committees on 
Environment and Public Works, Commerce, Science, and Transportation, 
and Human Resources jointly by unanimous consent 



A bill 

To create progi-ams designed to promote health through 
smoking deterrence. 

2 Be it enacted by the Senate and House of Bepresenta- 

2 tives of the United States of America in Congress assembled, 

3 That this Act may be cited as the "Smoking Deterrence 

4 Act of 1978". 

g REGULATION OF SMOKING IN FEDERAL FACILITIES; 

g RESTRICTIONS ON SMOKING IN FEDERAL FACILITIES 

,j Sec 2. (a) Except as provided in subsections (b), 

3 (c), and (d), smoking shall not be permitted in any cn- 
9 closed area open to the public in any Federal facility or in 



Digitized by 



Google 



2 

1 any stauway, elevator, hallway, conveyance, waiting room, 

2 reception room, conference room, or hearing room in any 

3 such facility. 

4 (b) Smokers shall be effectively separated from non- 

5 smokers in any restaurant, cafeteria, snackbar, other dining 

6 facility, recreation room, or lounge in any Federal facility. 

7 (c) Each instrumentality of the United States shall use 

8 reasonable efforts that do not result in excessive cost or 

9 administi*ative disruption to effectively separate the work- 

10 places of its employees who do not smoke and who wish to 

11 be so separated from the workplaces of its employees who 

12 do smoke. 

13 (d) In planning, designing, purchasing, leasing, or oth- 

14 erwise obtaining new facilities, each instrumentality of the 

15 United States shall, to the maximum extent practicable, 

16 insure the effective separation of smoking and nonsmoking 

17 employees in such facilities. 

18 "no smoking" signs 

19 Sec. 3. In every area in any Federal facility where 

20 smoking is prohibited under section 401, "No Smoking" 

21 signs shall be clearly and conspicuously posted in sufficient 

22 numbers and prominence to ^ve notice to any person enter- 

23 ing or occupying such area that smoking is prohibited in 

24 such area. 
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1 ENFORCEMENT 

2 Sec. 4. (a) The executive head or chief administrative 

3 officer of each instrumentality of the United States shall be 

4 responsible for enforcing sections 2 and 3 in any Federal 

5 facility in which such instrumentality maintains offices. 

6 (b) Not later than ninety days after the date of enact- 

7 ment of this Act, the executive head or chief administrative 

8 officer of each instrumentality of the United States shall 

9 publish in the Federal Register regulations for the enforce- 

10 ment of sections 2 and 3 including, but not limited to, ap- 

11 propriate sanctions for noncompliance with such sections 

12 comparable to sanctions for failure to comply with any other 

13 applicable regulation affecting the health, safety, or well- 

14 being of the public or the work force. 

15 definitions 

16 Sec. 5. For the purposes of this Act : 

17 (a) the term "smoking" means the smoking or 

18 possession of a lighted cigarette, cigar, or pipe contain- 

19 ing a tobacco product ; and 

20 (b) the term "eflfectively separated" means the 

21 separation of areas in which smoking is permitted and in 

22 which smoking is not permitted in a manner which 

23 minimizes, to the extent practicable, the drift of smoke 

24 from the Smoking area into the nonsmoking area; 
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1 (c) the term "instrmnentallty of the United States" 

2 means — 

3 (1) an executive agency, as defined in section 

4 105 of tide 5, United States Code ; 

5 (2) the United States Postal Service; 

6 (3) the Congress; 

7 (4) the courts of the United States ; and 

8 (5) the governments of the territories and 

9 possessions of the United States ; 

10 (d) the term "Federal facility" means — 

11 ( 1 ) any building, installation, or facility owned 

12 by the United States, excepting private residencies, 

13 or; 

14 (2) any part of any other building, installa- 

15 tion, or facility, which part is owned or leased by 

16 the United States, excepting private residencies. 

17 EFFECTIVE DATE 

18 Sec. 6. The provisions of this Act shall take effect 

19 ninety days after the date of enactment of this Act. 

20 ESTABLISHMENT OF A HEALTH PBOTfeCTION TAX 

21 Sec. 7. (a) Subsection (b) of section 5701 of the In- 

22 ternal Eevenue Code of 1954 (relating to the rate of tax 

23 on cigarettes) is amended to read as follows: 

24 "(b) Cigarettes.— 

25 " ( 1 ) Imposition of tax.— There shall be imposed 
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2 on even- eifarecte manufaetui^ in or imiSYSec ir.:** iW 

2 United States, regardless *d weighs wli5di vvc;&b:;$ — 

3 '"(A) from 10 to 19.? :oxie unius. a r<dL^ 

4 proC€ctii.»u tax uf ** »j "i.niJ^ : 

5 "(B| from 20 to 29.9 toxic imii*, a heahh 

6 pnjtevtion tax vf ^.».« vT5 : 

7 '"(C*) from 30 to 39.9 toxic imiis, a health 

8 protection tax of *C».» » 1 5 : aiid 

9 "(D) 4<"^ or more toxic units, a health protec- 

10 tion tax of ^}V23. 

11 " (2) DEFiyiTiox OF TOXIC i-yiTS.— For the pnr- 

12 poses of subsection (b) (1) above, the number of 'toxic 

13 imits' means the sum of— 

14 " (A) the numl>er of milligrams of *tar\ plus 

15 " (B) 10 times the number of the milligrams of 

16 'nicotine' which are contained in such cigarette. 

17 "(3) DETEBMIXATlOy OF TAB AND NICOTINE 

18 CONTENT.— 

19 ''(A) Testing by federal trade commis- 

20 SION. — The Federal Trade O»mnii>*sioii (lierein- 

21 after referred to as the 'CWmiission') shall fnnu 

22 time to time (but at least once each nileudar year) 

23 determine or cause to l>e detenuined the tar and 

24 nicotine content (calculated in milligrams jn^r ciga- 

25 rette) of each brand of cigarettes manufactured in 
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1 or imported into the United States. The conditions, 

2 methods, and procedures for conducting such deter- 

3 minations shall be promulgated by the Commission 

4 in regulations issued by it for purposes of this 

5 paragraph. Until such time as such regulations are 
Q first issued, the conditions, methods, and procedures 
7 for conducting such determinations shall be those 
S approved by the Commission for formal testing 
9 which are in effect on the date of the enactment of 

10 this subsection. 

11 "(B) Certification to the secretary.— 

12 During the last calendar quarter of each calendar 

13 year, the Chairman of the Conmaission shall certify 

14 to the Secretary the tar and nicotine content of each 

15 brand of cigarettes manufactured in or imported 

16 into the United States. Such certifications shall be 

17 used by the Secretary to determine the rate of tax 

18 to be imposed on cigarettes for the period beginning 

19 with the first day of the calendar year beginning 

20 after such certification is made, and during such 

21 calendar year. 

22 "(C) The Conmiission and the Secretary shall 

23 promulgate regulations for the purposes of testing, 

24 certifying, and imposing taxes under this subsec- 
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1 CHANGES IN LABELING FOE CIOAKETTE PACKAGES 

2 - yt'-f. 9. (a) Effective one year after the date of eua«t- 

3 lueut of this Act, Section 4 of the Federal Cigarette Labeling 

4 and Advertismg Act (Public Law 89-92) is amended to 

5 read as follows : 

6 "Sec. 4. (a) It shall be unlawful for any person to 

7 manufacture, import, or package for sale or distribution 

8 within thfi-Unit«d States any cigarettes — 

9 " ( 1 ) if the package for wbich fails to bear the 

10 tar and nicotine content of such cigarettes sf;jited in 

11 milligrams, and 

12 " (2) if the package for which fails to bear one of 

13 the following statements : 

14 " (A) CANCER MAY RESULT FROM 

15 CIGARETTE SMOKING; 

16 " (B) CANCER OF THE LUNGS, MOUTH, 

17 . AND THROAT MAY RESULT FROM CIGA- 

18 RETTE SMOKING; 

19 "(C) HEART DISEASE MAY RESULT 

20 . FROM CIGARETTE SMOKING; 

21 "(D) CIGARETTE SMOKING MAY 

22 HURT YOUR HEART; 

23 "(E) EMPHYSEMA AND CHRONIC 

24 BRONCHITIS MAY RESULT FROM CIGA- 

25 RETTE SMOKING; 
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1 "(F) CIGARETTE SMOKING DURING 

2 PREGNANCY MAY DAMAGE THE UNBORN 

3 CHILD; 

4 " (G) YOU OWE YOUR BODY SOME RE- 

5 SPECT— DON'T SMOKE; 

6 " (H) SMOKER'S COUGH IS AN EARLY 

7 SIGN OF LUNG DAMAGE; 

8 " (I) IF YOU MUST SMOKE, INHALE 

9 LIGHTLY— THIS MAY REDUCE THE RISKS 

10 TO YOUR HEALTH; 

11 "(J): DON'T SMOKE CIGARETTE^ TO 

12 THE END— THIS MAY REDUCE THE RISKS 

13 TO YOUR HEALTH.". 

14 (b) The statements required by subsection (a) shall be 

15 located.. in a conspicuous place on every cigarette package 

16 and shall appear in conspicuous and legible type in contrast 

17 by typography, layout, and color with other printed matter 

18 on the package. 

19 (c) Cigarettes shall be packaged for sale or distribu- 

20 tion in such a manner so that each of the statements re- 

21 quired by paragraph (a) (2) appears on 10 per centum of 

22 all dgarette packages. 

23 BSTABLISPMBNX OF PROGBAM OX* DETE|t SMOKING AM0K6 

24 CHTLDBEN AND AD0LBS0BNT8 

25 Seo, 10. (a) The Secretary of Health, Education, and 
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1 Welfare, after consultation with appropriate public and 

2 private entities, shall establish a comprehensive program de- 

3 signed to deter smoking among children and adolescents. 

4 Such 1^ program shall include — 

5 (1) the undertaking or support (through grants 

6 or contracts or both) of biomedical and behavioral re- 

7 search designed to increase understanding of the bio- 

8 logical and behavioral determinants of smoking among 

9 children and adolescents, with special emphasis on 

10 children aged twelve or below; 

11 (2) the undertaking or support (through grants 

12 or contracts or both) of demonstrations and evalua- 

13 tions of comprehensive community and school-based 

14 programs designed to deter smoking among children 

15 and adolescents ; and 

16 (3) grants to States or political subdivisions of 

17 States to assist them in meeting the costs of operating 

18 comprehensive community or school-based programs 

19 designed to deter smoking among children and 

20 adolescents. 

21 (b) With respect to grants under paragraph (a) (3), 
22' the Secretary and each grant applicant ind recipient fnust 

23 comply with the prirfvisions of subsection^ (b), (c); (d), 

24 (e) , (f ) , (g) , and (h) of section 317. 

25 (c) (1) For the purpose of making payments for the 
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1 smoking cigarettes of varying levels of tar and nicotine and 

2 ' (2) the health risks associated with sniokmg cigarettes con- 
s' taining any suBstafices commonly added to conunercially 

4 manufactured cigarettes. 

5 (b) Within two years of the date of enactment of this 

6 part, the Secretary shall report to the Congress the results 

7 of the study or studies conducted pursuant to subsection (a) 

8 and any recommendations for legislative or administrative 

9 action. 
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Senator Ford. Our first witness this morning is the Honorable Julian 
Carroll, Governor of the Commcm wealth of Kentucky. 

STATEMEHT OF HOV. JUUAH M. CABROLL, GOVERNOR, COM- 
MOFWEALTH OF KEHTUCKY 

Governor Cahroll. Thank you very much. Senator Ford. I appreci- 
ate the opportunity to come and visit with this subcommittee for a 
few minutes this morning. 

For the record, I am Julian Carroll, Governor of the Commonwealth 
of Kentucky. I appreciate the opportunity to appear today on behalf 
of those hundreds of thousands of Kentuckians who earn part or all 
of their livelihood from tobacco farming or who owe their jobs to 
tobacco-related industries. 

As a practical matter, it strikes me immediately that the sliding tax 
as proposed in S. 3118 would be vary awkward for retail stores — and 
perhaps all but impossible for vending machines — to deal with. It 
appears that the tax would be 5 cents on everj' pack of one brand of 
cigarettes and all the wav up to 50 cents a pack on others. That would 
be a nightmare to administer but, of course, that is not a major concern 
of the Kentucky State government. 

I also foresee some problem for many restaurants and other public 
places in Kentucky — as in all the rest of the country — in trying to 
separate smokers from nonsmokers while still getting the maximum 
use possible of their facilities. Again, that is not a problem of govern- 
ment, and it would be practically impossible to estimate the cost of 
that requirement to our businesses. A cost which, of course, would be 
l>aid by the consumers. 

Thejkbeling_j:equ also seem to be somewhat 

cxtreme!^ In all hone^y, I wonder if thisTahd of labeling^ really has 
any effect. It_s^mS-±o Jne. that ^you might lu_st._as well requinLfJl 
jiutomobiles to carry signs saying: "Caution. Driving. can.t^Lfatal^" 

r am somewhat gratified that mis bill does finally order a study of 
health risks associated with smoking. I do note, however, that nothing 
is said in this bill to direct at least a part of that study toward dis- 
covering a way to remove from cigarettes whatever dangerous sub- 
stances those studies might suggest are present. 

That, to me, seems to be the direction in which most of the research 
should be concentrated. And I might also add that the research func- 
tion mentioned in the bill would appear to be much more serious if 
money were specificallv appropriated for it, as there is for research 
on behavioral aspects of young smokers. 

Kentucky has for yeai-s been a leader in this kind of positive re- 
search on tobacco. That research has been financed by a State ciga- 
rette tax of one-half cents a pack. With those funds/the University 
of Kentucky has built up an impressive laboratory capability and 
staff specifically for performing research on tobacco. The Federal 
Government could perform a real service for millions of smokers in 
this country if they could uive us some help to expand these efforts 
that we are now financing all by ourselves. 

I won't sit here and try to tell you that this bill would kill the 
tobacco industry in Kentucky. But I will tell you that any taxing bill of 
this nature will be somewhat of an economic burden on certain seg- 
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ments of the tobacco industry. And when that occurs, some of our 
citizens will l)e advei-sely affected financially. 

I cannot estimate for you just wluat the economic impact of this 
bill would be specifically on our tobacco fanners. But I can tell you 
what tobacco means to the economy of this State. If a bill like this 
is enacted into law, many of the people in this State who depend on 
tobacco for their livelihood will lose some of their income. And if this 
bill is followed by heavier taxing measures later, that injury will 
increase. 

Some aspects of the tobacco industry is found in 118 of Kentucky's 
120 coimties. Altq^ether, nearly 300,0*00 people are directly involved 
in the production, manufacturing, and sale of tobacco and tobacco 
products. To give you some idea of what tobacco means to Kentucky, 
let me use just one county, as an example, Pulaski County, in south- 
central Kentucky. 

Pulaski County has over 4,000 tobacco allotments — the most in the 
Commonwealth. This means that over 4,000 families in Pulaski County 
depend directly upon tobacco for all or part of their livelihood. In 
Pulaski County, the average farm family has more than four mem- 
bers, meaning that close to half of Pulaski Comity's 45,000 people are 
directly dependent u]x>n tobacco production. The presence of an auc- 
tion market creates additional jobs in the industry. 

Efforts have been made in recent years to diversify Pulaski Coun- 
ty's agriculture ; to bring in the production of such thm.ors as processed 
vegetables, eggs, broilers, beef cattle, and grain. But only the farmers 
with large acreajge have been able to diversify their operation. The 
vast number of farm families rely on very small acreage; too small 
for the production of any cash crop other than tobacco. 

Many tobacco growers in Pulaski County already must relv on off- 
farm jobs for at least a pait of their income. And, while the Somerset 
area has strong manufacturing, medical, and tourism industries, these 
cannot make up for income these families w^ould lose if they did not 
grow tobacco. 

I might also point out that tobacco and its associated businesses 
pour huge sums of tax dollars into the treasuries of State and local 
government in Kentucky. Some of those are : $22.3 million from the 
cigarette tax, $7.8 million in corporation income taxes, $15 million 
from sales tax on cigarettes, and $5 million in withholding on tobacco 
industry employees. That amounts to over $50 million that we can 
actually count. 

Kentucky now has the fourth strongest economy of any State in the 
Nation. And agriculture is the second strongest segment of our total 
economy, being nearly a $2 billion industry. Tobacco accounts for 55 
percent of our total cash receipts from farm marketings. 

We are proud of the stability which exists in our Commonwealth 
and we have worked hard over a long period of time to strengthen the 
State's economy. Kentuckians can ill afford to have their economy dis- 
rupted by legislation which punitively attacks a single industry. I'do 
not want this to happen and I know you certainly don't want it to 
happen and I know many other Members of the Senate and the Con- 
gress do not want it to happen, and we appreciate the opportunity to 
come and express ourselves on behalf of the Commonwealth in that 
'gard today. Tliank you, sir. 
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Senator Fobd. Thank you verr much. Governor. 

The next witness thi? mominr: if the senior Senator from Kentuckr, 
my colleague and good friend. Senator Huddleston. The Senator is a 
member of the Apiicukure Gommitiee. 'We will be delighted to hear 
frran you at this time. 

SIATEHEIT OF HOS WALTER D. HTJTVTTT.TSTOir. TIJS. SESATOE 

TBSOL ZESTUCET 

Senator Htjihilestok, Thank you very much, Mr. Chairman. First 
of alL I want to commend you. Senator Ford, and the Subcommittee 
on Consumers of the Senate Committee on Commerce^ Science^ and 
Transportation for conducting these hearings. It's extremely impor- 
tant that we provide as mucli basic and factual information as we can 
to our colleagues as they consider legislation and proposals being made 
that will have a tremendous economic impact not only on our State of 
Kentucky but many other States. And indeed upon the entire United 
States as it respects the tobacco industry. 

We k now thisJSaiaan is a major exporter of tobacco. Tobacco plays 
a vftry important role in xhe balance of payments. 

Eoonomic factors are deserving of conaderation. Of couT^?ew health 
factors are, too. and I know that you and I and other Member? of the 
Congress give full cansideration to that aspect of tlie problem also, 

Ifc. ChSrman, S. 3118, the measure before this sul>committco today, 
attempts to stop 55 million of our citizens from smoking by making 
them feel like outlaws and by imposing a confiscatory tax on cigarettes. 

One-fourth of the population of the l^'nit-ed States smokes ci^rettes. 
And what the sponsors of this bill want to do is have the Federal 
Government prevent people from smoking by behavior modification 
techniques. 

It seems to me that this is the big brother philosophy <^f gox-ernment, 
ma,king people conform whether they like it or not. T^e Senators who 
have offered S. 3118 have selected one product and one prcninct al<me 
to try to say, ^IVe will make you conform to our standatxls of how we 
think you ought to live,^ to the exclusion of all others. 

To carry the logic of this thinking, one should say, *'We aiv^ g^M^lg 
to use the Government to make you not do anjihing that is injxn^ou?^ 
to your health." 

Probably the most injurious factor to American health i< that >x^ 
many of us are too fat. So maybe we should enact a fat tax. On the 
fcst of every month, each person could weigh and if he or ?^he >^'ew 
overweig ht^ the Government could levy a tax oi\ the i>oundage tbat w*?^ 
above noimM. 

S._3118 has the potential to substantially change the snioking baWt^^ 
of the American public and totally decimate the tol>acco induj^strv* And 
I dont just mean cigarette manufacturers, Manufaot\iret>s pt>(>a«cei^ 
warehousemen, dealers, distributors, and retailers wmild l>e out. of b\wi- 



Do we want to tax out of existence products which we would not. 
directly prohibit? The purpose of S. 3118 is to decroahx> «mokilig. This 
legislation says to the public that while Clongn^ss is not willing to taki^ 
direct steps to ban certain prtxiucts, wc are willing to keei) t hem out of 
the hands of those people who cannot affonl them. T\m niea«nm pro- 
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f)oses a new regressive tax that would discriminate against those ijithe. 
ower income prackets. - — 

What do we want to call this legislation ? If we want it to produce 
revenue, then we want it to fail in its so-called health protection func- 
tions. On the other hand, if the sponsors want it to succeed as a public 
health measure, then its revenue producing potential would be con- 
siderably less. 

Kentucky is a major tobacco-producing State — ^the income from 
which all aspects well exceed5;$l billion a yeai>^ 

I frequently receive antitobacco mail from individuals who are resi- 
dents of this great Commonwealth. And these people tell me that I 
should not defend tobacco because it really isn't important to the 
economy of Kentucky. 

As chairman of the Senate Subcommittee on Agricultural Produc- 
tion, Marketing, and Stabilization of Prices, I feel that I am in a 
unique position to judge the value of tobacco not only to the Kentucky 
economy, but to the national economy. 

Now the avowed purpose of S. 3li8 is to prevent the citizens of this 
Nation from smoking and thus totally destroy the tobacco industry. 
Last year one of the antismoking organizations developed what it 
called its "target-five" project. This program similarly had the objec- 
tive of destroying the tobacco economy. I want to relate an estimate of 
the impact on the Kentucky economy if the "target five" program, 
which included terminating the tobacco price support program, were 
successful. Kentucky tobacco farmers would immediately lose $680 
million in annual income. Now the chairman, I think, has pointed out 
very well that the impact of the loss of cash tobacco sales would far 
exceed just that amount and would have greater implications for the 
total farming community in this State because there are many small 
farms operatmg today that would not be able to operate if they were 
to lose their annual cash crop of tobacco.. 

That would mean not only the loss of tobacco production and its 
economic impact, but it would mean the loss of other products that 
are produced by these smaller farms — dairying perhaps, the com they 
would grow, grain, or whatever else they produce — and that would 
have a very significant impact upon the supply of feed-grains, meat, 
and other agricultural products in this country. 

It would also have a great impact on the commercial enterprises that 
sell inputs to these farmers. It would be diverted to other uses very 
rapidly. Probably a good amount of land in Kentucky would be taken 
out of production. 

Kentucky companies selling to tobacco farmers fertilizers, chemi- 
cals, gasoline, machinery, and other farm inputs would lose about $32 
million a year. Kentucky merchants selling consumer goods would 
lose over $100 million annually. Kentucky tobacco manufacturers, 
wholesalers and retailers, would lose over $62 million in sales, and 
the Kentucky share of the Federal cigarette tax would drop by $19 
million and the State treasury would lose $7 million. This tax money 
would have to be recouped from other sources, of course. And a reduc- 
tion in land prices of tobacco farms would total more than a billion 
dollars. 

Mr. Chairman, tobacco is a major agricultural commodity in the 
United States. It^s grown on over 400,000 farms. There's currently 
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I lit >-7irrT Cimg?"^BianLl I »2Sir3rT:- Sf 5 stant ax EK«»Ji«ni ;»oIr tw>> 
J TTinC JLmerin laic mrLl Kenmr-kx ir i^cxiiir nr r*immin5W^ 



Hill I Ml TUT limr cmiirtifiKiftiriiT TiTtwyr cfixrtkst 

Mr. Bncxzxiniica:. Tiumk jcn: tsj muciL SenKWir Fcc^ 

Soudjor Ford. Serac cir HBdajesroL Gcn-f^rDcc OamSii. iis^iiiirfiisbi^ 
iiifiMii <rf dae pfinti: Kttd of xbt Toha^rv^ iniosiTx, I ijii jtr-^SvOi? Tv^ 
join m5ii mx frkind. Ttet. in ccamnBDixni: yonu Wim^X xtii wpt 
iiMiium for TOUT ininatrrt in ibis parnrxiar jo^wi inT^Jriiyr ^"^ ^Ij* 
tAmcfcoL Inn periiEj*? eren iDC»rp ingxirrAiHl'T^ i3i^ i*rniirir AWWWi^^iTy 
idiidi 35 juldD bxYnurin imder anadk bx liif "kaii^ihaMn viicii ^«^ Imix^ 
brfoRvsiodjnr. 

Ab tod Imonr. <m iLe HosE) » . OnMnKsnatn Wji)wr J<«^ of 
Xort]i'CaTOliiULofibeHciQdt^4 i nai^ »d db^uraiiiJi of if^ Ti>J^v^ 
SnboocDiEoxu^. is coDdiKtiii^j pa iml iiyj? « t hi? ^iis^ t Jiw^^^s^x^ 

die TofaMxo Bek. imdeTcakinir to :^ iw tb^ w^"«vi t}>^ <vxwK\mv 
impsct not anlr of this masni^, aBT *»d Jill «T*v'i^ iJv^t :fcW^ 

dimtod at oar siippon pft^rnxtu 

IraittOLif Immj.tihismcaT i to fir to iw^rjit^ the ftict^s ^kk 
mre so familiar TO aB of 125111 the rix. I k^metiiws have the fe^linsr 

duit weTt CTigrng to the ch« , t w atv* a jnrxMip xwH^er attack 
diai|?ed with a rested interest, aiiii i the floor of our w^spertiw How>e^ 
dierefoiie not viewed with too much ?yTii|\3ithT. 

I dunk peihai^ the time has eonie for us to tufe* pexhaixsi a Ut^r 
lo6k at the romponent constituejwv which xfv Teprcs»^nt aua if 1 um\ 
witlioiit pnng into too manj specitioss lor a fy^w uwnxeut^ this u>oroin|Br 
I win trv to develop that. 

We happn to have throughout the I'nitie>il ^at^ si>iw :ii\i»> snmll 
oommimities of 50-OW and toss po(>ulau^\u aud within the IS t^^>aoc^o- 
j^odocing States we have approximat^i^ly one-thii\i of thoi^ ocwxmu- 
nities. and when I say that I nwsin wt^ have alscv ixxliti^Mlly si>eaktt\jr. 
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those constituencies. We have, as the prior witnesses have already 
testified to, a broad component of support, if that support is mobilized, 
and I think the time has come to mobilize it. 

I think the time has come at the national level, working through their 
local jobbers and distributors and dealers, to develop in pragmatic 
terms the actual impact upon the communities involved in these 18 
States of the loss of the tobacco program which I think we would all 
agree will result primarily in the consolidation of acreage — not the 
limiting but rather the expansion of production ; not the increasing 
but the decreasing of price and costs ; and therefore, if anything, the 
inducement of more smoking. 

So our problem is to come to grips with what is going to happen to 
the 2.7 million farm communities responsible for the production of 
the food requirements of the free world when we knock 600,000 mem- 
bers in the head by killing the program that makes it possible for them 
to augment their other agricultural sources of income. 

I think that if we take the time and the trouble to put together, as 
Senator Huddleston has pointed out, the manufacturing and machinery 
equipment suppliers, the fertilizer manufacturers, the petroleum prod- 
uct producers, jobbers and distributors — and then let me suggest, even 
more particularly and importantly, the 14,000 banks or, if you will, 
the 7,000 small baftks in the small communities of which I speak, who 
will tell you in no uncertain terms what will haj)pen to themOTtgagp 
structure in those tens of thousands of communities absehrthe Christ- 
mas cash flow of tobacco money, and what will happen to the notea 
flial are to be serviced by those farm families, and what will happen to 
jilain Street which is accustomed to that cash flow at that time of year 
in Kentucky and at other times elsewhere. 

And I think in this context, if we will perhaps redirect our efforts, 
we will find our constituency not limited to the Senators of 18 States 
and their opposite numbers in the House of Representatives, but to the 
industrial complex that is these United States, the financial structure 
upon which it depends, and to everybody's future, instead of Senator 
Kennedy's and those forces who would oppose us. 

I think, Mr. Chairman, that your contribution here today is a major 
step in that direction and I'm going to urge upon my committee, as 
well as yours, the proposition which I have outlined here this morn- 
ing with the suggestion that when we have concluded our hearings we 
undertake such a direct attack upon the establishment of an ancillary 
constituency which has an interest as vital as does the tobacco pro- 
ducers, as does the manufacturers, as does the exporter, and every other 
segment of the industry. 

I thank you very much for letting me be with you today. 

[The statement follows :] 

Statement of Hon. John B. Breckinridge, U.S. Representative From 

Kentucky 

Senator Ford, Members of the Committee, Governor Carron. Ladies and 
Gentlemen. I appreciate the opportunity to appear before this Field Hearing 
by the Consumer Subcommittee of the Senate Committee on Commerce. Science 
and Transportation regarding: the economic impact on Kentucky's Tobacco In- 
dustry, economy, and the national economy of S. 3118, the Smoking Deterrence 
Act of 1978. 

I understand today's hearings will focus on Senator Kennedy's bill, S. 8118, 
which, among other provisions, seeks to impose a nationwide tax on each ciga- 
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this hearing documents the fact that in addition to providing steady income and 
employment for the farm sector, tobacco production supports sizable service and 
marketing industries. For example, Kentucky farmers purchased fertilizer, gaso- 
line, petroleum, machinery, custom and contract work, insurance, banking serv- 
ices, including loans and savings, utilities, food, consumer and durable goods, as 
well as professional services, and a host of other economic-related services : the 
curtailment, destruction or tampering in any way with the tobacco program 
would, I am convinced, have a devastating economic effect, not only in our state's 
118 tobacco producing counties in Kentucky, but throughout the 651 counties in 
the nation representing 625,000 tobacco producing farm families in over 18 states, 
employing over 1 million persons. I submit to you that the destruction of the 
price support program will decimate this segment of our family farm population, 
concentrating production in an ever-increasing number of larger holdings, shifting 
tax revenue bases, reducing the capitalization of mortgages and land values, dis- 
employ hundreds of thousands of employees, and stagnating the multitude (^ 
dependent small communities and their economies throughout the land. 

The destruction of the tobacco small farmer and the Fiscal base he represents 
in the corresponding producing areas would prove incalculable. Tlie record today 
and tomorrow at this hearing should point up to the economic importance of 
tobacco to Kentucky and throughout the nation in banking and fiscal matters, and 
in all services provided by our tobacco farmers. 

Mr. Chairman, I understand the Subcommittee's desire to establish a hearing 
record to address Senator Kennedy's legislation. 

The purpose of this hearing is to establish for the White House as well as 
the Congress, the importance of the industry to the American economy. I am 
convinced, however, that those areas directly related to the industry (proc- 
essing, manufacturing, distribuion, etc. ) alone are not he primary target to show 
the entire economic impact of damaging legislation relating to the tobacco 
industry rather the discontinuance of our support program would not immedi- 
ately impact them except to the extent that the resulting consolidation of pro- 
duction would result in the loss of family farm labor-intensive production units 
and the consequent reduction of cash flow in hundreds of counties. 

I shall eagerly review the hearing record and continue to support the tobacco 
program in what I am sure all of us here today know is the lifeline of Kentucky's 
continued economic survival and prosperity. 

Senator Ford. Congressman, you make an excellent point. I'm de- 
lighted that you could be with us today and with the cooperation that 
is being established between the House and the Senate as it relates to 
the fact-finding and fact-gathering procedure. 

Governor, I have a question or two for you and each of the members 
of the panel. 

Tobacco, on the average, accounts for about one-half of the value 
of crops sales, just crop sales, in Kentucky. Is there another commodity 
that could replace tobacco in the industry's importance to Kentucky's 
economy ? 

Governor Carroll. No. In our judgment, there is not. As a matter 
of fact, we have been attempting for some years now to diversify our 
broad-based tobacco and agricultural industry in Kentucky because 
of the threat that has been well known, of course, for some years to the 
tobacco industry, because if in any one particular growing season 
something happens that appears at least as a major threat to our cash 
crop, it can be devastating very much to our income in the Common- 
wealth. And so we have been attempting to find other kinds of cadi 
crops that could supplant it, but we have found none that are so easi^ 
produced by so many families throughout the Commonwealth. 

Oi course, a large producer — somebody that has a large acreage ahd 
has the ability to invest in large machinery would have some abuityio 
supplant his or her agricultural production in tobacco, but as you well 
Enown in most of the tobacco states tobacco is normally produced by 



Digitized by 



Google 



the small fmrm/esr on Bome tbtt small acr«i^ irith little or no machin- 
CTT iiiTi>lved. 

i think Senator Hnddksron pointed out the number of man-hoars 
that goes into the production of tobaccso. vhejeas the production of 
oth^* crop? doesn\ nearhr have that many man-hours. I think a com- 
m^itarr alon^ the line that Congressman Brpckenridge has just 
pointed out that interests me is, if we could go to one of our major 
apparel stores in Louisville. Ky^ for example^ and tell the retailer 
ihere that there viD be no neoessitr for him going to Boston or to New 
Yoik to bur a major supply of retail goods because the tobacco dollars 
that normally come at Christmas time won\ be here : and then Son- 
wJbofT Kennedy would be hearing from hi? own constituemy, that con- 
stitoency in Boston and a constituency even in New York outside his 
obvious jurisdiction, that provides the retail goods that come into our 
maxketplaces that are bought with tobacco dollars: I think that is a 
strong arguinent that he has totally overlooked and one that we would 
only get the impact from should las legislation become successful. 

So we diligently try to get their attention to let them know what 
they are doing to us and I guess the only way for us to ever let tliNsm 
know is if they are successful — to find men and women in New York 
and in Boston and other major cities out of work too because tobacco 
dollars are not available in the marketplace to buy their products tha». 
they are producing in those lars!e cities. 

Senator Ford. Governor, you made a statement earlier about the 
chaotic condition that would be presented in cigarette machine 
whether it's 5 cents or 50 cents tax. The bill also mandates ten separate 
labelings to go on a pack of ci^rarettes and they have to be rotated 
among the pacte of cigarettes. So if you think it -s going to be chaos 
in the vending machines, wait until the manufaoturer tries to deter- 
mine how many jMicks of cigarettes he must put a oettain label <m. So 
it's just frought with all kinds of problems. 

Senator Huddleston, you made a \'ery excellent statement and k^ 
me ask you this question. Do you think our oolleajn^<*^ o>it$;ide of tb^ 
tobacco-producing States have taken full consideration of the econom- 
ic importance of the tobacco industry as it relates to the natio^\a1 
economy? 

Senator HmoLEsrox. No, Mr, Chairman. T don\ Wliew they h*w 
up to this xx)int. It's a natural thing. Theiv are some 7 Stat<v«5 thilt 
produce a substantial amount of tol>acoo j^nd T guess 16 or IS -dif- 
ferent figures are used^bnt in th^^t neighl>orhood-— of State.^ thilt 
produce some tobacco and therefoiv have a limite<l intere^^t in tol^aooo 
production. But Ix^vond that, most Moml>e>^ of the vSenate think a 
great deal alx>ut their own State's hiteivsts and itV \*ery ei^sy for them 
to totally overlook the economic impact on one State or rt few Sti^tw 
in considering legislation of this kind. And the way the campaign h«« 
been presented, not only to Oongivss but to tlie American l>cople, itV 
easy for a Senator or a Meml)er of (^ongt^ss who doei^n^t httM> con- 
stituents concerned with tobacco pmdnotion to think that heV on the 
side of "motherhood and apple pie" by l>eing against thin pwdnot. 
And he feels he can strike a blow for those who consider health ft« a 
major congressional obiertivo or a number of other thtngw without 
being concerned about how it might affect his own State. 
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So we do have a job and it makes our job considerably more dif- 
ficult in trying to impress upon our colleagues who don't have a direct 
interest in tobacco and tobacco production that this is a very signifi- 
cant thing. It not only affects those States in which tobacco is pro- 
duced, although it of course affects us a great deal more severely, but it 
affects the national economy. At any rate, they ought to give con- 
sideration to what they are doing to a group of citizens of this coimtry 
and what they might do as far as the economic impact is concerned. 

Now Governor Carroll talked about the search for a substitute, 
which comes up frequently in the Senate. People will say, "Well, 
we'll help you develop another product, another crop." Well, there's a 
great deal of research that's going on and continuing right here at the 
University of Kentucky and other agricultural colleges to help farmers 
find ways to increase their income on the farm and find new crops, 
but when you consider the amount of land that is required to produce 
tobacco — and it ought to be remembered that of all those tobacco allot- 
ments, the average allotment is about an acre — it's based on poundage 
now but translating that into actual land, the average allotment is 
about 1 acre — so that's a very small amount, of land to be committed 
to a crop that produces as much income as tobacco does. 

We have our work cut out for us. I think we are fortunate in hav- 
ing you. Senator Ford, on the Commerce Committee and on the sub- 
committee dealing Avith this. As a member of the Agi^culture Commit- 
tee myself and chairman of the subcommittee that handles the tobacco 
program, we have an opportunity there to make some input, plus our 
position on the Appropriations Committee. But it's a never-ending 
job ^nd one we will have to be alert to continually in trying to inform 
our colleagues about the magnitude of the problem that would be 
created by this kind of legislation. 

Senator Ford. Although S. 3118 was not reported out of committee 
in this session of Congress, do you predict it will be reintroduced 
in the next session which starts January 15 ? 

Senator Huddleston. Well, I think it will be reintroduced either 
in its present form or in some modified form, and Ave can expect simi- 
lar legislation to be coming from a number of different directions each 
session of the Congress, in my judgment. That's why these hearings 
are so timely at this point in providing a basic foundation of infor- 
mation that we can use to help dissuade our colleagues from support- 
ing this kind of legislation, thinking that it sounds good and that it's 
going to benefit a great many Americans. 

Senator Ford. Congressman Breckinridge, I want to ask you the 
same question I asked Senator Huddleston. Do you think your col- 
leagues in the House who support antitobacco legislation have taken 
full consideration of the economic importance of the industry as a 
whole and as it relates to the national picture ? 

Mr. Breckinridge. Senator Ford, I would have to agree, of course, 
with you and my colleague, Senator Huddleston, that his observations 
to the effect that the very nature of the membership business is such 
that it is not possible for them to give the detailed attention to the 
specific problems of concern to my — in the House 435 Members con- 
stituencies and in your House the same problems, but only 100 men to 
represent those problems. I think that is one of the major contributions 
that this hearing and hearings like this can make. 
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Senator Ford. Thank you very much, John. I think you have made 
your point. 

Before I let this panel go, I want to get back to Senator Huddleston's 
fat tax. If you're under it, do you get a rebate ? 

Senator Huddleston. I thought about the chairman when I made 
that statement. It sure wouldn't cost you anything. 

Senator Ford. OK. I want you three to know how much I appre- 
ciate you coming this morning and I think you have made excellent 
statements. The answers to the questions have been excellent and when 
we get back to our colleagues we will make those points known. Thank 
you all and we appreciate you coming. 

If I might add, the young lady on my left is Amy Bondurant from 
Hickman, Ky., and she will be sworn in next Friday as one of Ken- 
tucky's new lawyers. So I want you to know that my legal staff is on 
my left. The young lady on my right is Martha Maloney from New 
Castle who received her master's degree from the University of Ken- 
tucky. The reason I do so well is because of these fine, intelligent young 
ladies. I do appreciate them both and their excellent help. Martha is 
on my staff and Amy is on the committee staff. 

The next witness this morning will be the commissioner of agricul- 
ture. State of Kentucky, Tom Harris. 

Good morning, Tom. 

STATEMENT OF TOM HABRIS, COMMISSIONER, EENTUCET DEPART- 
MENT OF AGRICTILTURE 

Mr. Harris. Mr. Chairman, I am Tom Harris, commissioner of 
agriculture of the State of Kentucky, and I will use most of my state- 
ment but I may hit a few highlights and add a little to it to improve it. 

Senator Ford. That's difficult. 

Mr. Harris. I'm pleased to be here this morning and to have the 
opportunity to appear before this distinguished subcommittee. It is 
a special pleasure for me to offer some comments, as commissioner of 
the Kentucky Department of Agriculture, regarding the economic im- 
portance of Kentucky's tobacco industry. 

Before I discuss the economic considerations, I want to say, Mr. 
Chairman, that there are thousands of Kentuckians who are just as 

froud of their tobacco industry today, and perhaps even more so, than 
can ever recall. And they are equally as proud of the fine reputation 
this State has nationally, and I might add, internationally, as a pro- 
ducer and supplier of high quality tobacco and tobacco products. 

Kentucky farmers grow three kinds of tobacco; namely, burley. 
Fire-cured and Dark Air-cured. The latest USDA estimates indicate 
that Kentucky will produce some 454 million pounds or about 23 
percent of the 2 billion pounds of the total U.S. production in 1978. 

Kentucky ranks first in the production of burley tobacco. And is 
second only to North Carolina in the production of all types of tobacco. 

Our State is the only one that grows Green Riv^er tobacco, a Dark 
Air-cured type, and we produce almost 50 percent of Kentucky- 
Tennessee Fire-cured tobacco. Kentucky also grows one sucker tobacco, 
producing about 80 percent of the national output for that type. 

Tobacco is a highly "acreage-efficient" crop, permitting small 
farmers an opportunity to survive. Some 190,000 acres of prime agri- 
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cultural land were utilized to produce the 1978 crop. This acreage 
represents less than I14 percent of Kentucky's 151/^ million acres of 
farmland. By comparison, it takes about 17 acres for soybeans to 
produce the same income that 1 acre of tobacco produces. 

All but 2 of the 120 counties in Kentucky grow tobacco. This 
means that every time a tobacco farmer hires labor or purchases sup- 
plies such as fertilizer, chemicals, fuel, or seeds, or buys machinery 
and equipment necessary in growing his crop, he stimulates the local 
economy throughout this State. Economists estimate the statewide 
expenditures to local suppliers to be in the range of $325 million 
annually. It also has been estimated that tobacco farming provides 
the equivalent of 39,000 full-time jobs and some $150 million in wac^e,** 
and salaries for Kentuckians. 

Tobacco is Kentucky's leading cash crop, representing on an annual 
basis more than 50 percent of the cash receipts from crops and approxi- 
mately one-third of all farm income. Oiir farm marketings of tobacco 
are now at the $600 million sales level In cash income for Kentucky's 
farmers. At conservative economic estimates of a seven-time turnover 
for each dollar, that's a $4.2 billion boost to Kentucky's economy. 

I want to emphasize, however, that the cash value from our tobacco 
has an even greater impact on the total farm economy, since tobacco 
money has for years been a reliable and dependable source of income. 
For example, during the past two disastrous winters when severe 
economic losses occurred within our livestock industry, the cash re- 
ceived from tobacco helped to pay the livestock bills, and to offset the 
loss of livestock income, thereby keeping many farmers from literally 
going under. And, over the years, I can recall the times, as can many 
of you here today, when tobacco, because of its stability in the market- 
place, made the farm mortgage payment, provided a college education, 
or paid for food, clothing, and shelter; the necessities of life. It has 
been estimated that some 250,000 Kentucky farm families depend 
heavily on the direct cash income tobacco crops provide. 

So, when I hear talk about reducing or curtailing our tobacco 
farmer's opportunities, my immediate response is to say that this is 
catastrophic action, not only toward the tobacco farmer, but to every 
segment of Kentucky's $1.9 billion agricultural income. 

The economic impact of tobacco extends beyond the farm. Market- 
ing of the crop involves 224 licensed tobacco auction warehouses 
located in 30 market centers. The investment in the warehousing facil- 
ities has been estimated to range between $60 and $90 million. Some 
8,000 seasonal employees ; for example, auctioneers, weighers, and book- 
keepers assist in the marketing of tobacco. 

There are some 26 stemming and redrying operations for processing 
the tobacco for storage. These facilities employ approximately 6,000 
people. In addition, the trucking and railroad industries enter the 
economic picture by moving the tobacco from warehouse floors to 
greenprizing and/or the stemming and redrying facilities and then to 
storage until it is ready for use in manufacturing. Conservative esti- 
mates for these transportation costs have been placed at $3.7 million. 

Kentucky is the third largest manufacturing State, making one of 
every five cigarettes or 20 percent of the Nation's output. In addition, 
33 percent of the smoking tobacco, 60 percent of the chewing tobacco, 
and 8 percent of the cigars are manufactured in this State. The manu- 
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facturing plants employ an estimated 20,000 people and provide an 
annual payroll of $160 million. 

For the fiscal year ending June 30, 1978, the cigarette tax yield to 
the Kentucky general fund totaled almost $22 million and the 5-per- 
cent sales tax from cigarettes yielded another $15 million of State rev- 
enue. A special tax on cigarettes yields some $4 million annually dedi- 
cated to tobacco and health research conducted under the auspices of 
the Kentucky Tobacco Research Board and the Tobacco and Health 
Research Institute at the University of Kentucky. This goal is and al- 
ways has been to seek and find the truth and to do anything that 
might be possible as a result of seeking and trying to find the truth 
to promote the tobacco industry and the general welfare of the tobacco 
growers and the economy of the State of Kentucky. 

Kentucky's farm real estate, including both land and buildings, has 
a value of $10,4 billion. Tobacco quotas increase these farmland values 
by almost $1.2 billion or approximately 11 percent of the total, and 
greatly improve the assessment for local tax purposes. 

We all know that tobacco is heavily taxed by the Federal, State, 
and local governments with collections of almost $6 billion annually. 
Yet, we often hear comments that the Federal Government is sub- 
sidizing tobacco through the price support program. This is not true. 
Tliere is a price support program, but it is not a subsidy program. 
The fact is, that if there is any subsidy, tobacco provides it for the 
Federal Govemment. Just look at the tacts. During the period 1940 
to 1975, the Commodity Credit Corporation loaned some $991 million 
to the hurley tobacco price support program. Not only has every dollar 
been paid back, but the CCC, during that same period of time, received 
an additional $119 million in interest. The hurley tobacco price sup- 
port program hasn't cost the Federal Government one dollar, not one 
dime, not even one penny. It omre than pays its way. 

And I might also point out that the 776 million packages of ciga- 
rettes sold in Kentucky last fiscal year yielded the Federal Govern- 
ment $62 million from the 8 cents per package Federal excise tax. 

Mr. Chairman, I don't know what would happen if this bill were to 
pass, but if it did, you know and I know that every acre of tobacco 
could be different that's grown in tlie State of Kentucky and as we 
move from one county to another or one area to another the nicotine 
and tar content will change depending upon the manufacturer. If 
we are going to talk about having a bureaucratic agency and a tre- 
mendous amount of people to try to administer and run this program, 
then let them stay on this one because I know that thing will change 
and it will take a tremendous number of people to keep up with it if 
they are to tax that cigarette according to its contents, if they are going 
to add the 10 cents or leave this on or will this be the only tax we have 
or is it a revenue-raising tax ? 

Senator Ford. They don't understand. They don't understand 8 cents 
is already on it. They don't understand it. They just want to add it. 
They don't know they are going to lose something if they take it off. 
They don't understand the economics of it. 

Mr. Harris. Mr. Chairman, I would hope they would leave it on. 
The tobacco industry has never tried to evade paying its share of the 
taxes and the Good Lord knows that they are paying it, not only their 
share but more than their share as compared to anything I can think 
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if we knew what they were we would be growing them today, and 
I want yoa to know that I'm just not talkmg through my hj^ Ire 
grown evety kind of <at>p and livestock and ¥egetal>le that's pre- 
dominant in Kentucky and I d£«i't know what we could use ncH* have 
I heard anybody else ccMne up with what we could use to substitute in 
place of tobacco — to take 1^ of the acres — that's all wctc using— to 
take that amount of acres and produce that kind of mcmey. I don't 
know what it could be to substitute. I vrish we did. 

Senator Fcna In other words, jou think it may be devastating to 
the small farmers. 

^Ir. Habbis, Those people would go on welfare. They would have no 
way to make it. That's the cmly stable crop they've got, the cmly stable 
income they've got, and when they start out in the ^ring they feel 
like they ^low approximately what they are going to get when they 
sell that in the winter and they can't do this with any other crop or 
livestock program. None of thiMn are stable. And to these small farm- 
ers, as well as the big ones, if they don't have that stability, if they 
don^ have that tobacco cit^ to depend on, many of them are going 
to lose their farms, they're going to lose their homes, they're going 
to be on welfare because they don't have any substitute to turn to. 

Senator Ford. As Congressman Breckinridge said earlier, you in- 
volve the banking community and the small bankers. The farmer can 
go to his banker and borrow money based on the cash crop of tobacco 
which relates to all other operations on that particular farm. 

I want to get back to another point and ask this questi<MU Are Ken- 
tucky farmers and others concerned about the relationship between 
smoking and health I 

Mr. HARms. Well, certainly we are concerned and I think tliat their 
concern has been shown at the time the bill was introduced in the 
Greneral Assembly of the State of Kentucky. It was passed with the 
backing of the people hsLck home and the folks tliat are sm^ing 
are the ones that are paying that tax, Jlr. Chairman, and they are 
paying it to seek and find the truth and to try to help tlie tobacco 
and health research. I dont think there's anywhere else in the world 
where they have voted to tax a farmers sale to try to help that indus- 
try any way they can, or at least to keep everybody honest as well, 
and if there trulv is swnething harmful in there, then let us find it 
or we believe tnat throu^ genetics — ^through mechanically some 
way — that we can remove that problem and have a safe product. 

Senator Ford. I don't believe I have any other questions for you. 
Commissioner, this morning. I do appreciate your coming and I 
do appreciate your cooperation. I do appreciate the fine statement 
you have made this morning and I compliment you on the jfA> that 
you're doing as the OtHnmissioner of Agriculture. We have worked 
very closely the last 3 or 4 years and I look forward to doing that 
in ^he future. Thank you very much. 

Mr. Harris. Mr. Chairman, thank you for those kind remarks and 
for the opportunitv to be here this morning. 

Senator Ford. The next witness will be the State senator, John 
Berry, from New Castle. John Berry has served in the State 55onate 
several years now and has been one of the agricultural leaders in the 
senate whose family backgroimd lends itself to being an excellent 
vHtness this morning and, John, Fm very pleased to visit with vou 
this morning and have you here to testify and answer some questions. 
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In 1936 F. D. R. acknowledged in his bid for reelection that the New 
I>eal philosophy which was designed to deal with postdepression prob- 
lems, had set up in this Grovemment in this country new instrumentali- 
ties and a new concept of the proper role of government. He admon- 
ished the American people that these new institutions and this new role 
of government must be watched and kept in check lest we shackle our 
liberties. We remembered the New Deal but forgot the admonition. 

Since that time the Congress, the legislatures, and the bureaucracies 
of this country have rationalized and justified the intervention of gov- 
ernment into every conceivable social, economic, and personal aspect of 
human existence. We have forgotten that the biggest objection to the 
adoption of the social security system was its questionable constitu- 
tionality. That is, the concept ran head long into what had been per- 
ceived historically as the proper role of government. Now we operate 
under the assumption that a well-staffed and financed bureaucracy 
acting pursuant to congressional and legislative wisdom can and should 
make life rosy for everybody ; but there can never be enough law or 
reflation to eliminate human suffering, sadness, sickness, failure, des- 
pair, or folly, because we are human. We make mistakes. We exercise 
bad judgment. This is so not just because we are human, but because we 
have a choice and the right to choose implies the right to make tlie 
wron^ choice. 

Government denial of that right is justified only when by making 
the wrong choice we violate the rights of others. 

T assume that the jurisdiction of the Federal Grovemment to deal 
with this issue is not because it affects the health and welfare of the 
people, for if that were true the bill would address sugar and condi- 
ments of all descriptions — salt, cabbage, onions, f rench fries, fish, eggs, 
milk, and alcohol and all other products which have a multitude of 
harmful consequences such as diabetes, malnutrition, peptic ulcer, con- 
gestive heart failure, chloresterol, colic, allergic reactions, and 
cirrhosis. 

Senator Ford. Did you say colic? 

Mr. Berry. Yes. Even Senator Kennedy would not argue that the 
health and welfare of the people of this Nation is more adversely 
affected by tobacco than by alcohol. Why are we then undertaking to 
deal with the tobacco products and not alcohol beverages? 

I have been told that the justification lies in the fact mat the Federal 
Government subsidizes tobacco. In the first place, this is untrue. The 
Government makes money available through the Commodity Credit 
Corporation for loans to tobacco cooperatives which they are ooligated 
to repay. The loans have been repaid and the taxpayers of this country 
have never lost a dime on account of hurley. 

Secondly, there are similar Government programs for other farm 
products and some that involve actual subsidies — for instance, grain. 
Just as cigarettes constitute a tobacco product, alcoholic beverages 
constitute a grain product. 

Again I ask, why tobacco products and not alcoholic beverages? 

The right answer is for Government to make the facts as to the con- 
sequence of the use of both available to the public This is already being 
done by Government and by the private sector as well. Grovemment 
should regulate the sale of both products to minors but enlightened 
American adults should be left the right to choose. The crusaders choee 
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Senator Ford. Well, you made a statement a few moments ago which 
I noted. It's the first time I had heard it and I assure you it will be used 
again — that HEW spends more money than any country, outside of 
the U.S.S.R. Would you say that the tobacco and its revenue helped 
Mr. Calif ano carry out the other programs as it relates to HEW? 

Mr. Berry. You know, I have wondered what might eventually 
happen to such agencies as BQEW if we continue to dcrease the sources 
of revenue and increase the cost of Government. One of these days 
we've got to look around for who's going to pay the bill and that brings 
into focus, it seems to me, one of the big objections to this bill, and that 
is its consequent cost and the effect that it has or the implications it has 
as far as the role of Government is concerned. 

What right does Grovemment have to involve itself in this kind of 
thing? Historically, philosophically, it never had that right, and that 
right has been injected through the rationalization of those who work 
in Government and who have promoted a very liberal philosophy in 
this country. It's a very dangerous thing. It's one you all are dealing 
with in Congress every day and are frustrated because there seems to 
be no solution. Yet this bill would increase the severity of the problem 
it seems to me. 

Senator Ford. You make an excellent point. I find that many of the 
agencies and departments will legislate by regulation legislation that 
they fail to get passed. If you pass a bill and you leave out certain 
items they wanted very badly established, then they find a way to 
promulgate regulations and get around to having their legislation 
anyhow. 

So what we find here is that if we give them the vehicle to develop 
regulations they are going to basically get what they want. It is a 
struggle that you have to stay on top of and I might just mention at 
this point that this subcommittee will hold hearings in the middle of 
November on how much regulations are costing the consumer in the 
United States and how much those regulations are fanning the infla- 
tion that we face in this country. I think we may come up with some 
very surprising facts relating to regulations and what "Big Brother" 
is doing in the name of the consumer. 

John, I'm very pleased that you came this morning and I'm grateful 
to you. I look forward to working with you in the future. 

Mr. Berry. Thank you very much. 

Senator Ford. Thank you. 

Our next witnesses are Secretary Short and Director Scott of the 
Agribusiness Division of the Kentucky Department of Commerce, and 
Claude Vaughan. Claude, I understand you're going to give Secretary 
Short's statement, and both of you are here to answer questions and 
support one another and help me if you can. 

STATEMENT OF CLAIIDE VAUOHAN, EXECTTTIVE DIEECTOE, OEFICB 
OP DEVELOPMEITTAL PLANinNO AITO EESEAECH, KENTUCKY 
DEVELOPMENT CABINET 

Mr. Vatjohan. It's a pleasure to be here this morning representing 
Secretary Short in the development cabinet. 

I'm going to deviate somewhat from my prepared statement because 
I me of the numbers have already been produced and at your sugges* 
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In other words, cigarettes must be differentiated by time, appear- 
ance, place, or taste m order to prevent buj^ers from shifting to the 
low-price product. Admittedly, the product is differentiated in terms 
of toxic imits; however, it remains a cigarette. Furthermore, implicit 
in the tax price differential proposal is the assumption that there 
exists no substitutability among various toxic units. The assumption is 
that a tax of $0.50 per pack or $5 per carton will induce the smoker 
to shift to the low-toxic cigarette that has a toxic .05 per pack or O.50 
per carton toxic tax on it. i admit this is the probable outcome of this 
proposal. However, one must wonder what is to prevent the smoker 
from substituting low toxic cigarettes for hi^h toxic cigarettes in the 
ratio of 4 to 1. 1 suppose the oiUy constraint there would be the amount 
of time one has to smoke. It also should be noted that the saving 
would amount to $0.30 per four packs or $3 per carton. It is also pos- 
sible to substitute pipes, cigars^ and roll your own for cigarettes. I am 
reasonably confident the dedicated smoker can easily estimate the 
saving that would result in this substitution. 

If this taxing scheme was initiated, I would venture a guess that the 
impact on total amount of toxic units consumed would in fact be neg- 
ligible. The impact would probably be an increase in equilibrium price 
in the neighborhood of $0.15 per pack, $1.50 per carton, with the con- 
sumer smoking more of the low toxic effect, less of the high toxic ef- 
fect cigarettes. The net effect in toxic units consumed would thei*e- 
f ore be zero. 

If, however, this proposal is instituted, the effect of shifting from 
high tar-nicotine tobacco to low should be examined. It logically fol- 
lows that manufacturers would substitute low toxic tobacco for hiffh 
Farmers would begin to shift production to these varieties, and under 
the present state of the art, they would attain lower yields per acre 
with about the same cost they now incur. This might allow a 5 to 10 
cents a poimd increase in the cost of production. The question that has 
to be asked is, how quick can producers shift over to these varieties 
and at what costs? Quite obviously, in the short inm, this could very 
well be catastrophic for the tobacco producing farmer. This may 
well contribute to the elimination of Kentucky's small family farmer 
who entirely d^ends on tobacco as a source of income or a large por- 
tion of his income. 

Finally, I would like to pose the question: 'When is Congress — and 
I don't mean this as an indictment of you, Senator 

Senator Ford. You can make a broad brush. Go ahead. 

Mr. Vaughan. When is Congress and the American public in gen- 
eral going to learn about the role relative prices plav in resource allo- 
cation? Energy is an example and in this instance it's the antithesis of 
the cigarette proposal, that artificially low prices will simply not 
make it attractive for resources to be channeled into solving the 

groblem. The net result in terms of energy would be either a huge 
rovemment subsidy or an energy crisis of enormous magnitude. 
In terms of tobacco, apparently national prohibition has taught us 
very little about relative prices and resource allocation. If a supply of 
a coinmodity or service does not exist, somebody will move into the 
void if sufficient demand exists to justify the venture. Bootlegging of 
cigarettes from low tax States to high tax States is a common 
phenomenon. It occurs because of pricing differentials that exist be- 
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cause of taxes. I can't help but ask myself the question, why do we 
want to pursue a policy at the national level which will encourage or 
further encourage an undesirable element to engage in smuggling 
cigarettes not from State to State but from Canada or Mexico to the 
United States? If the price differential is high enough — ^and we're talk- 
ing about the difference between $1.50 and $5 a caiton — ^you can rest 
assured somebody will take the chance. 

I would just like to say that the application of this tax could have 
a grave impact on the tobacco industry in Kentucky. If the tax were 
applied in its higher ran^, it might even destroy the industry, and 
this would have a deleterious effect on the Commonwealth's economy 
as a whole. Its effect would be twofold as it impacts on both the pro- 
ducers and the processors. 

First, Kentucky's tobacco producers received approximately $530.2 
million in 1977 from tobacco sales. The destruction of the tobacco in- 
dustry would not only incur this loss but also an additional $529.2 
million which would oe generated in the economy by the farmers. Ad- 
ditionally, many of Kentucky's small family farms would probably be 
put out of business in the absence of tobacco revenues. 

Second, cigarette manufacturers added $699.6 million in value to the 
product in 1977. The dissolution of the industry would not only result 
in the loss of this income but also in an additional $640.4 million gen- 
erated in the economy. The processing and handling portion of the 
tobacco industry also employs 14,200 workers who create support for 
another 17,040 workers in other sectors of the economy. 

The tobacco industry also contributes revenue to the Commonwealth 
of Kentucky in the forms of various taxes. In 1975-76 these taxes — in- 
cluding the corporate taxes for 1975 — amounted to $30 million. 

In summary, it is questionable to jeopardize a State's tobacco indus- 
try by such dubious means as this tax when the industry has a total 
impact of $2.36 billion and an employment effect of 31,240 jobs on the 
private economy and $30 million effect on the public sector — $45 or $50 
million of tax revenue collected at the State level. This does not — and 
Senator Barry alluded to the problem of the local level of tax collec- 
tion. I think that, Senator, you have an appreciation for the problems 
at the State level and the impact this would have on the general fund 
of how you are going to provide services for the people of the State 
of Kentucky without increasing taxes. If we lose $45 million of reve- 
nue, I think it's obvious what would be the outcome. The services will 
have to be cut at the State level and the taxes increased. 

This proposal simply doesn't make any sense from a development 
aspect or from a public finance aspect and from any other aspect that 
I can think of at the present time. Thank you, sir. 

Senator Ford. Thank you very much for a very enlightened state- 
ment. 

Mr. Vaughan, let me ask you one other thing. Did you get into addi- 
tional cost that might be contained in this bill g,s it relates to the man- 
ufacturing of cigarettes, that is, the 10 labeling language that must be 
rotated among cigarettes ? 

Mr. Vaughan. No, I didn't. 

Senator Ford. You just stated what this proposed legislation would 
cost the farmer and its effect on the economics of the State and the 
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relative problems that would be presented. Did you get into the 
bureaucratic cost ? 

Mr. Vaughan. This is what I referred to as a "Catch-22." When you 
talk about the bureaucratic cost and the labeling cost, it would prob- 
ably be another 2 or 4 cents per package. You can estimate the bu- 
reaucratic costs. 

In terms of employment, we talked about that at the State level. It 
just seems to me, especially in the immediate short run, that by "Catch- 
22" I mean we continue to talk about improving the employment situa- 
tion in the Nation and then we propose policies that are going to ne- 
gate that. It simply doesn't make any sense. 

Senator Ford. Jack, I understand you have a statement, so rather 
than go on with any other questions, I will let you proceed with 
your statement. 

STATEMENT OF JACK J. SCOTT, DIEECTOE, AGEIBUSINESS DIYISION, 
EENTTJCEY DEFAETMENT OF COMMEECE 

Mr. Scott. Thank you. Senator Ford, I will keep my remarks brief, 
but this impact is a tremendous thing that it could have on our econ- 
omy and, of course, all of these facts and figures have been given, but 
an overriding thing is that growing tobacco is the lifeblo^ of the 
rural economy of Kentucky. 

You've got not only the growing, but the selling, the warehousing 
and the processing of tobacco. I think the most recent statistics there 
on annual income was a little over $600 million in 1977, so that would 
be an increasing thing along with our inflation. 

It's been mentioned about these 143,000 hurley quotas and 23,000 
dark tobacco quotas having a great impact on land values in Kentucky. 
The exports, too. We have been in a squeeze with our dollar falling in 
value overseas in relation to the yen and the mark and so forth, and 
annual foreign exports of tobacco from Kentucky exceeds $200 million 
and we certainly need this foreign exchange to balance this trade deficit 
that we have. In fact, our agricultural segment is kind of holding up 
the rest of the country and letting us bring some of this oil in. 

Then there's the jobs, and these jobs that are. direct have much 
effect on our merchants, our people in schools, our retailers, everything 
in our smalltown economy. 

And so, overall, our State is heavilv dependent upon our tobacco 
and, as has already been said, tobacco is not a luxury. It's a necessity 
of life. You can double the price of cigarettes and it would force many 
people to do without necessities to go on and buv cigarettes. To destroy 
this tobacco industry with tax legislation would be demoralizing to say 
the least. 

I think smoking is a moral issue that cannot be legislated, but, 
above all, is this fact that historically and at the present time, the 
overriding factor is that in Kentucky, growing tobacco is a way of 
life. The small farmer has been able to provide a wholesome standard 
of living for his family and any drastic change would put many, many 
people on the welfare rolls. It would affect not only those farm fami- 
lies, but employees of the tobacco industry, our smalltown merchants, 
our schools, our government units and on down the line. It's just 
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derived from tobacco. Kwitucky has about 125,000 ftinn ftimiliefl who derive 
a substantial part of their income from the growing and harvesting of tobacca 
There is no comparable substitute cash crop for these families. Kentucky tobacco 
farmers buy fertilizer, farm machinery, other farm supplies, automobiles, and 
consumer goods, and do business with local banks. They also pay state and local 
taxes. 

Cigarette manufacturing is a major industry in Kentucky. Three major 
cigarette manufacturers employ about 9,000 people in four plants. As of June, 
1977, the average hourly wage rate was $7.16 per hour in cigarette ppodiuction. 
In 1977, almost 18 percent of the nation's cigarettes were produced in Kentucky. 
Brown & Williamson Tobacco CJorporation, the third largest cigarette manu- 
facturer in the United States, is headquartered in Kentucky and is one of the 
largest taxpayers in the state. 

Kentucky has '21 leaf processing plants and one large tobacco machinery manu- 
facturer. There are 219 tobacco auction warehouses in 30 communities in 
Kentucky. 

' Cigarettes are sold by the manufacturers either to wholesale distributors or 
direct buying retail chains. There are 44 wholesale distributors in Kentucky 
and their businesses are dependent upon cigarette sales. 

At the retail level cigarette sales are important sailes contributors to many 
stores, such as convenience stores, drugstores and supermarkets. In convenience 
stores nationally cigarette sales are 16 percent of total sales. One Kentucky con- 
venience store chain has sales estimated at $92.8 miiaion. Applying the nati(»ial 
estimate of percentage sales of cigarettes, that one convenience store chain 
alone would have annual cigarette sales of nearly $15 million. Cigarettes are 
also sold to consumers through cigarette vending machines owned by more than 
;iOO cigarette vending businesses. Obviously, cigarette vending operations are 
dependent upon cigarette sales. 

All of these businesses buy supplies from other Kentucky businesses, pay state 
;and local taxes, and employ substantial numbers of Kentucky citizens who buy 
consumer goods in Kentucky and also pay state and local taxes. Tobacco dollars 
dollars go through many pockets. 

-The impact of 8, 3118 

Relying on data published in the most recent "tar" and nicotine reports of the 
federal Trade Commission, two of the three largest selling brands in the 
United States, one of which is manufactured by a Kentucky based! company, 
would each have 30^ per package federal cigarette tax under S. 3118. This 
would be an immediate increase of 220 per package in the federal tax causing 
an increase of 40 percent in the average national retail price of those two brands 
and an increase of 53 percent in the average retail price in Kentucky of the 
brands. Many popular brands would be taxed at the rate of 500 per package, 
"Which would double the retail price. 

The tax would cause administrative and mechanical hardships on the dis- 
tribution chain. The tax structure proposed in S. 3118 would result in five differ- 
ent retail prices for cigarettes. There are more than 160 brandis of cigarettes 
on the market today, several new brands are introduced each year, and the "tar" 
and nicotine content, on which tiie tax levels are based, is constantly changing 
for present brands. 

Tire problems of accounting for, shipping, stocking, and displiaying to customers 
more than 160 different brands of cigarettes with each one marked' and placed 
in its proper tax category would be a nightmare for all levels of the trade and 
would further increase price. Because of the mechanical limits of vending 
machines and the need to stock several varieties of cigarettes to have ade- 
quate sales volume it is questionable whether cigarette vending businesses would 
be able to continue operation. The tax would cause huge increases in the cost 
of financing inventories for all businesses selling cigarettes. 

Tlie tax provisions of S. 3118 would cause a severe reduction in cigarette 
sales. The reduction is diflicult to forecast, but it could approach the magnitude 
of 50 percent The resulting loss to Kentucky's economy would be devastating. 
The shock wave would travel in undiminished strength through the entire 
tobacco economy and would! be felt everywhere tobacco dollars go. 

The loss to Kentucky of tax revenue would be substantial. In 1977 Kentucky 

. realized $23,588,000.00 in gross state cigarette tax revenues. If cigarette sales 

decline 50 percent as a result of S. 3118 Kentucky would lose nearly $12 mUlion 

in cigarette tax revenue. The greatest loss would be the loss of tax payments at 
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the state and local lerel by cigarette mancafiuitiirers oUier tobacco businesses, 
and associated businesses and their em^oyees ^used by e^tes decline. 

The important work of the Kentucky Tobacco Research Institute would suffer 
because it is funded from cigarette tax revenues. _«^,^ 

The injury to Kentucky's economy and the tax revenue loss would be Partl^ 
ularly tragic. The state is just beginning to see concrete results from hard 
work on its program of developing economic growth in Kentucky led' by Gover- 
nor Julian CarroU and former Governor Wendell Ford. Kentucky s economy 
has become the third or fourth fastest growing economy among the states. Ken- 
tucky is finally beginning to find the money to raise teachers' salaries wid m* 
crease the quality of education of school children in the pubUc schools. S. 3118 
could destroy aU this for Kentucky. ^ ^ , . ^ ^ ^^ ^# 

It should be noted that S. 3118 is an unnecessary tiax. The intended effect of 
the tax Is to cause the marketing of cigarettes with lower "tar" and nic^ouue 
content The free market system is achieving that result without government 
intervention. In 1955 the average yield of "tar" was 43 milligrams and the 
average yield of nicotine was 2.S milUgrams. The FTC reported in May of 
1978 that the average yield of "tar" was 15 milligrams and the average yield 
of nicotine was 1 milligram. This is a reduction of aM>roxlmately 65 percent 
from the 1955 averages. The market share of brands yielding 15 milligrams of 
"tar" or less grew from 3.8 percent of the total market in' 1971 to 26 percent at 
the end of 1977, with a projected growth to 41 percent by the end of 1980. 
Cigarettes are already available on the market nationwide with as low as 1 
milligram of "tar". This is an astounding change in a consumer product and 
it eliminates any need to enact a tax structure designed to bring about the same 
change. 

The consumer is a part of the Kentucky economy which must not be forgotten. 
It is improper to Impose taxes on a consumer prod*uet amounting to 63 percent 
of the retail price (for the 300 pet pack brands). The cigarette tax is a regres- 
sive tax and falls hardest on those who can least affort to pay. A 1974 U.S. 
Department of Commerce study estimated that 36 percent of the families in the 
United States had total annual earnings of less than $10,000. Kentucky surely 
has its share of such families. Cigarette smokers in these families would either 
suffer increased economic hardships or be deprived of the basic cwisumer's right 
to buy their favorite brand. 

Other provisions of S. 3118 could have dramatic adverse effects on Kentucky's 
economy and must not be ignored. The first sentence of the printed hill is "A 
bill to create programs designed to promote health through smoking deterrence." 
It is clearly the purpose of each provision of S. 3118 to reduce cigarette 
consumption. 

The provisions for comprehensive education programs to deter smoking and 
research programs could be used to seriously injure the tobacco industry, and- 
thus Kentucky's tobacco economy, in the hands of powerful federal bureaucrats 
already dedicated to reduce smoMng. Propaganda disguised as "education" apd t^e 
publication of pnEior^ained research results could reduce cigarette sales as^ 
effectively as any other method. 

^ It must not be assumed that the programs should be accepted because they are 
merely public information programs. The goal of an information program is to 
inform consumers so that, they can make knowledgeable choices. In contrast, . 
S. 3118 would authorize education and research for the explicit purpose of deter- 
ring smoking. An accurate, balanced and unbiased public information program 
about smoking would be unnecessary, anyway, because poll after poll has shown 
that Americans are already well informed about the alleged dangers of smoking. 
The education amd' research programs wouid be run by the Department of Health,' 
Education and Welfare, which has already declared a war on smoking. HEW's 
top officials recentiy publicly criticized an employee for announcing research 
conclusions that some cigarettes had tolerable risks fOr smokers because the' 
conclusions were different from HEW poHcy. Consequentiy, it is probable that 
the program authorizatioins in S. 3118 would be in practice only more ammuni- 
tion for the war on smoking. 

ConcluHon 

The tobacco tax for the research and education provisions of S. 318 can 
drastically reduce cigarette sales to the consumer. If the consumer does not' 
huv cigarettes, the retailer cannot buy them from the wholesaler, the whole-' 
saler cannot buy them from the manufacturer, and the manufacturer cannot 
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buy tobacco leaf from the growers. Tobacco plays a perva si ve role in tlie Kentnckr 
economy and S. 3118 would deal Kentucky a hard blow. 

Senator Ford. Thank you very much, Jack. I have a couple of ques- 
tions that I want to get into with you gentlemen. 

In Commissioner Harris' written statement he said that produc- 
tion of tobacco in Kentucky required the labor equivalent to 39,000 
full-time jobs. Now from the development of cash, can you give me 
the average number of new industry jobs opening up in Kentu<3:y each 
year? 

Mr. Vauohan. Between 1960 and 1976, we have had a total of ap- 
proximately 33,000 new jobs created each year. Now 26,700 were m 
nonagriculture. This would be primarily service industries and around 
5,856 in manufacturing. However, I think it's important to note in 
this regard, and we have just finished an analysis of the changing of 
the structure of Kentucky's economy since i960. From 1960 on there 
were 37 percent of the labor force employed in agriculture and by 
1976 this had declined to 12 percent. Now this amoimted to 75,000 
jobs that have moved out of agriculture. So if you take the 39,000 
that are employed in the production, distribution, and manufacturing 
of tobacco and you add that to the 33,000 new jobs that have been 
created, I think you can see the importance of the tobacco industry in 
absorbing these resources that have been released from the agrarian 
sector because primarily agriculture has been over the years much 
more capital intensive, with the exception of tobacco which is labor 
intensive. So I think you can see the imp6rtance thei^ in terms of the 
economy of Kentucky. You're talking about 39,000 people gainfully 
employed, paying taxes. It would be catastrophic if these peoj)le would 
be on welfare. Of course, there's a multiplier effect, both positive and 
negative, and as you withdraw income from the incomes stream it 
would be catastropnic on the State of Kentucky. 

Senator Ford. Let's just suppose that tobacco production was seri- 
ously curtailed. I believe you stated that we have about 5,600 or 5,800 
new manufacturing jobs yearly. 

Mr. Vaughn. Yes, sir. 

Senator Ford. And these are jobs to which farmworkers could more 
easily adapt. What would most of the people do who are dependent 
on their work with tobacco ? Welfare ? 

Mr. Vauohan. I think you could make a good case for welfare. It's 
a much more complicated problem than that. It depends upon the 
training that the people have. If you take the exodus, say, from the 
Deep South to the North, the result there over in the 1950-s and 1960's, 
the outmigration, was the establishment of the ghetto in the Northern 
city because the people that moved and their lack of training. It de- 
pends so much on tne manpower availability and educational level 
of the residuals who are left behind who cannot migrate. 

However, we have a problem in this country right now with capital 
accumulation. Manufacturing as a percent of the labor force has been 
declining significantly throughout the Nation. So it would take a little 
bit more study, but I would venture a guess that it would be very diffi- 
cult, given the current situation in the national economy, to absorb 
these people in the immediate short run. 

Senator Ford. One final question. This is to you, Jack. 
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Economics, Statistics, and Cooperatives Service. I have the responsi- 
bility for the Department's research on the economic situation and out- 
look, and supply and demand analysis for tobacco, including publica- 
tion of the quarterly report. Tobacco Situation. 

You have asked for testimony in reference to the report, "The 
Economic Importance of the U.S. Tobacco Industry." Last year, the 
U.S. Department of Agriculture Tobacco Task Force, prepared this 
material at the request of Mr. P. R. "Bobby" Smith, task force chair- 
man. The report was released in May 1978.^ 

This report largely summarizes available information on a national 
and State basis to show the absolute and i-elative importance of the 
tobacco industry for various sectors of the economy, including farm, 
manufacturing, retail, and foreign trade. For some States where data 
were incomplete, we made estimates to show the magnitude of the in- 
dustry. 

I will summarize some aspects of the size and structure of the tobac- 
co industry. Tobacco products' demand is national in scope while to- 
bacco growing, manufacturing, and exports are concentrated in a few 
States. 

Tobacco has dropped in overall importance in U.S. agriculture, but 
it still represents over $2 billion in gross sales and a substantial cash 
crop, particularly in the Southeastern United States. It is the leading 
cash farm income source in Kentucky, North Carolina, and South Caro- 
lina, and ranks high in Georgia, Maryland, Tennessee, and Virginia. 
Counting allotment holders, growers, and seasonal laborers, over 1 
million persons receive income from the sale of tobacco. 

Tobacco growers have overwhelmingly favored marketing quotas 
and allotments authorized under the Agricultural Adjustment Act of 
1938, as amended. These allotments, together with stabilization pools 
for surplus tobacco, protect growers from price instability so charac- 
teristic of many commodity markets. 

Under the tobacco price support program there are no direct pay- 
ments to growers, but Commodity Credit Corjjoration^ — CCC— loans 
are made available through producer associations with the tobacco 
as collateral. The associations arrange for processing and storing the 
tobacco, and repay the loans with interest as they sell the tobacco. Since 
1933 about $5 billion has been loaned to tobacco producer associations 
with about 1 percent loss rate on loans, the lowest of any major com- 
modity program. 

Over the past 10 crop years, the annual quantity placed under loan 
has ranged from 2 percent to 21 percent of marketings for Flue-cured 
and from zero to 27 percent for burley. In some years, prices received 
by growers for tobacco would have been less without the price support 
and loan program. 

About 90 percent of the $17 billion of tobacco products annual sales 
represent cigarettes. Three States, North Carolina, Kentucky, and 
Virginia, have accounted for virtually all tlic omploymont ana value 
added in the cigarette industry. A factory at Maconii Ga., be^an pro- 
duction last year. Cigarette manufacturing is concentrated in a few 
cities such as Winston-Salem, Richmond, and Louisville, where the 

1 Soe Robert H. Miller. "The Economic Importance of the U.S. Tobacco IndueJtry," pre- 
pared for USDA Tobacco Task Force, May 1978. 33 pp. Also printed In Confressional 
Record, May 19, 1978, pp. H-4330-36, and May 25, 1978, pp. S8328-34. 
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economic effects are substantial. Tobacco employment has remained 
relatively stable while ^neral statewide employment has increased. 
So tobacco manufacturing's contribution to the economic activity of 
Kentucky, North Carolina, and Virginia has declined to about 1 per- 
cent of employment. 

Cigarette manufacturing is concentrated in six companies. The 
strength of the industry is mdicated by its substantial sales and profits, 
which have been mobilized to diversify the firms to nontobacco lines 
as well as overseas operations. 

Federal and State tol>acco taxation is the third element in the eco- 
nomic importance of tobacco. Federal and State tobacco tax revenues 
total $0 billion annually— $2.4 billion Federal and $3.6 billion State. 
The Federal cigarette tax rate has remained the same since 1951. With 
additional unit sales, cigarette tax collections have increased, but have 
not kept pace with the rapid increase in other Federal taxes. Federal 
cigarette taxes declined from 2.3 percent of total collections in 1952 to 
0;6 percent in 1977. 

With the Federal cigarette tax stabilized. States have become active 
in taxing cigarettes. State collections surpassed the Federal cigarette 
taxes in 1969»; and in fiscal 1977, 10 States each collected over $140 
million in cigarette revenues — ^New York, Massachusetts, Michigan, 
Ohio, California, Texas, Illinois, New Jersey, Pennsylvania, and 
Florida. 

Despite the cigarette-health controversy, antitobacco sentiment, and 
increasing revenue needs of State governments in the past 2 or 3 years 
the cigarette industry appears to have blunted the push for higher 
ci^rette taxation. Retail cigarette price increases have been below the 
price hikes generally in the economy but different tax rates among 
States have led to substantial interstate sales and smuggling. Thus, 
State cigarette taxation appears restrained. 

Exports of manufactured tobacco products and unmanufactured 
leaf tobacco have contributed substantially to the U.S. balance of pay- 
ments with other countries. Our price levels are well above those of 
most competitors, yet the high quality of U.S. products enables U.S. 
firms to compete. For the 12 months ending June 30, 1978, U.S. exports 
totaled $1.8 billion— $1,140 million of leaf tobacco and $670 million of 
products, chiefly cigarettes. U.S. firms imported about $400 million of 
tobacco during the same period for blending with domestic tobacco, so 
we had a net favorable trade balance of $1.4 billion. 

Tobacco has usually been eligible for Government export credit 
assistance on a similar basis as other commodities. However, this form 
of assistance has been typically limited. Export payments were dis- 
countinued in 1972. A very small share of exports — around 3 percent — 
move each year under Public Law 480— Government-financed sales for 
foreign currency. 

^ In summary, tobacco is important economically as a source of farm 
income, a manufacturing industry, a source of tax revenues, and as a 
conrtibutor to foreign exchange. 

Mr. Chairman, that concludes my prepared statement. I will be glad 
to respond to any questions. 

Senator Ford. Mr. Miller, we appreciate your fine statement and I 
thmk you covered basically the categories that we were interested ]n 
today and pointed out very well how tobacco helps to balance our trade 
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defidt& We had m snidiB tlKie. in ezn&B of mlmo^ $1.4 bfllMM^ 
joo aud. Slid I thmk attcntian has been fociBed ic^^ 

Win tins pdli^ aflect tobaooas exp»t in TOOT (^u^^ 

Mr. Muxes. Mr. Chairman, I am unaUe to respc»d to this qnesdon 
OB the qicdfie details, but in general^ toba«o e^MHts depuid on the 
ssBf^ij of tobacco arailable in this coontiy and the deciskns of foiewn 
tobacco mannfartnreis to purchase in relation to the price and the 
^lality of oar tobacco and if yon desire foriher d^ails I will be glad to 
aq>|rfj this inf onnation f CM- the reocHd. 

Senator Foaot I would appreciate it if yoa would* at your oonTHH 
ienee, see that the committee receires this information. 

Mr. Mnjjg: Ceitainlj. 

[The fcrflowing information was sobseqaently reoei¥ed for Urn 
lecord:] 



PicjM e at Garter l e cenilj e nmHia eed (Seftkember 26) a uew program of iaitla- 
tires to rnhancr eziM»rts of VJ&. agriciiltiiral and iadintzial |aodacta> . Tk^ 
I to help icdoce tbe UJA, tzade deficit, stzensttea tke dollar. 
> to tbe Adauniatzation's effiRts to coaitiat laliatino and i 




Tbe export program c onsists of three l»oad acta of goals : (1> Increased direct 
asristanee to HA, exporters; (2) redaction of domestic barrios to exports; and 
(3> redaction of Ibvriign barrioa to U^ espmrts to secme a fairer intunatioBal 
trading fjtfeiD. 

Among tlie actions annooneed to acbiere tliese objectiTes is expansion of loan 
aatliontj for tbe Export-Import Bank from ^700 minion in fiscal 1977 to an esti* 
BHUed ^Ll lOion by fiscal lOea This win improve tlie Bank's competitrrcMSs and 
proride mote flexibility in its terms for financing U.S. expMtcra 

Other measorcs inciode an expanded role for tbe Small Biisiness Administra- 
tion in asHJstiag smaD boiines expoiCos and expanded fanding for export* 
pfomofion Tcntnres of Tarioos Federal agencies. 

Am ong the aipcicoltnral ivograms and measures endorsed by the President are 
opening of Agricnltnral Trade Oflices abroad, inoeased funding for tbe l\»eign 
Asriealtoral Serrices cooperator program* and antbority for Commodity Credit 
Comxntion. loans in excess of Syeai? for^selerted agnraltnral sports. 

Tnis new pc^icy ahmg with tbe market der^opm^it and new credit prorisioBS 
of the A^coltiiral Trade Act of 1978 will help to boost U.S. exports of tobacco 
and tobacco prodnctSL 

Senator Fokd. How is the $6 billion annnal Federal and State to- 
bacco tax rerenne nsedl 

Mr. Miller. Mr. Chairman, the Federal tax revenue ^roess to the 
general xevenne of the Federal GrOTemment and so, of coarse, it is nsed 
proportionately for every Federal expenditure, whether it be def^ise 
or welfare or research and so forth. It does not go into a ^)ecific trust 
fond. 

By and large, this is the same pattern at the State leveL It*s my 
nnderstanding that the pattern that you have in Kentucky, with a por- 
tion of the cigarette tax going for a specific program such as the health 
and tobacco research program, is the exception rather than the rule. 

Senator Ford. I think the concern among the agricultural com- 
munity and other leaders in this State has been that should tobacco 
be eliminated from the cash crop income of the various States — Ken- 
tucky, Xorth Carolina, South Carolina, Geoi^ia, Maryland, Tennessee, 
and Virginia — is there any conunodity that would replace the tobacco 
industry's effect on our economy, the national econ<Muyf 

Mr. MuxER. Inshort, Senator, no. Tobacco is a labor intensive crop, 
Tt's been noted earlier this morning. It provides about 10 times as much 
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t?Js sEioniittg. Yomr itszhrufxij is Tierv impoftaat foie. Mr. Mlfin-* wkii 
T^Qisr h^tkgr^nsi'i mnd toot eipefieiKie aed tout expertise, and w^ feck 
f onr»r*i to woritii!^ with xoa an-d r^rehrmsr voor additioiial iiLfonB^ 
tioft. Had jxw wOI he rccei tius^ socoe rpqiKsts frotn 155 Fm sort ia tii€ 
Beir fstissre. Thank joa twt much. 

Mr. Mnxzs. Thank too. 

!5(»E;2ror F<»«k- The next witnesg will be Jake GraTes. the pre^dmt 
<rf the S^^^WEid Xa::ioeal Back JE Trust Co, here in TiP-?r"?tgton. Xcc coir 
i§ he a htnker. bat he's a fertoer and he has a sreat deaJ of intefesc in 
iribat we^ domsr here todsy. Mr. Graves, we are delisted to haxe jnoa 
widi 12s today. We are delighted to see too this nacg pi ng and w^ look 
forward to joor testimcmT. 

WIATEMEMT OF JAKE 6SAYES UL FJUfiUllKR. SEOOIB HAZnOUL 
BA9Z & TRUST 00^ LEXUeiOl, XT. 

Mr. Geatej?- Thank xoiu Sefiator. 

I win let the written statement stand, nnless xtm hare qocstiocsL It*s 
brief and ^loit. 

Yoa did ask me to respond to the econcxnic impact and I did respond 
in that letter. 

As I read the bill it's to create prc«rrams desired to promote he^h 
throng taxation that deters the use of rarioos products. I think se^^ 
era] men hare already pointed ont this momin|r that if onr leaned men 
in h i^rher places hare an idea of what's good for oar health, then I wor- 
iier if the sugar growers and the salt producers in Louisiana and the 
fat products producers won't be alarmed that the next cme nn will be 
well tax the nit content; well tax the salt ccmtent : well tax Uie sagar 
content — all m the gnise of what's good for my health. 

I think we can ^ a lot of help from a lot of industries to stop this 
approach to determ^ the use of a product by pnnitiTe taxation. I don't 
luire a lot to say other than that. It would seem to me that we are op^[i- 
ing a Pandora's box of a system of defining what's good for the popula- 
tion. 

Senator Foan. liet me a^ you this question as it relates to the finan- 
cial community if I may. How important is tobacco in the lending of 
money to the farmer ? 

3Ir. Grates. Well, as my ^at^nent reflects, we give a capital value* 
This is a 45-year-old program — ^well. it goes much farther back, to- 
bacco is the olde^ export commodity in America : but the recent Gov- 
ernment and farmer production control goes back 45 years. The fran- 
chise ri^t to produce this product has a capitalized value of about SS 
a pound, which we use in a screening and estimatimr of the value of a 
farm. Likewise, it is about 30 to 40 percent of their farm sales income 
which we use as a cash flow to retire debts. So a high pereenrage of our 
farm mortgages and our farm operating notes — money borrowed to 
produce — has been and will be repaid by the product of tobacco. 

Senator Ford. You gave a percentage there. What would happen to 
the mortgafire structure of the farming communities if tobacco produc- . 
tion was eliminated ? 

Mr. GiLWEs. It would be a hell of a dastardly blow. I would say ir^ 

»uld be chaotic. I think Kentuckians are resourceful. You take the 
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Mr. Gr-vvts. Anion. ItV psW of tl^o f^lMMo x^{ ihv. \:itio'> ^*n.^ i^v> 
State, 

Senator FoKn. Afr. Onnvs. yon limv Ivon t\ \vi\ >j>1u'00.^ \v\n\.^ -r 
thi> niorninir. H^vo yon Mi w oo|\v of vonv ^<:U\Mn«M)i f 

Mr. Gravks. Yos» sir. 
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^MtiutkaxiHii, I itsitt* ^aoA liur sM»fl lurtmie tb ^ jnsit mltfnit gw g ^ iMi g -aw^fh tf»- 
!btt«»i^ -auMspt vai^sacit m ^tsajstS3» mtasBB^teaaius «mQiBaiF- I lii:i(«^ jimftiieBfl it, 

'cnijiti 21^ n &T^s&AfT 4xf Sfteuufl XjHiauaJ Bdoj^ wiiob IS^^x. I 2tfi3«f aerv^d «m iRudfiiK 
jRisVtf juiti tt^rf*><wtxi tifAaMxsif ^siuaasnjasSiOtsB joid T^sxfied aS like tfAiAee^ jaw^iics]:^ jebbbs 

Tiii« it: tin; JtmrfegrtniDfl l^ptmi *iriB^ I Im^p^ imrmsA a^ «pa]BfiBs: 

Tvl«K}0i/r IQif fAdeet <4^ 7«&:3S -^dtd) jiragiaLm mttere tto jiredDoeas joid l^ke ^o^ 
•isniiuait tsw%»^33sZJt ill tijf ^iPutotlMffl <ixf i^jie iBH^dneL 

jBkil irtiiw uffgrtrtiantiaife. 

jjMWHMtKf .uf ^tl #«aAi f«irwa jmO^^g Trnfy-mw* 

Jifod: <fif «nr agrlifiritiHal teiiks me pivficmted as ttu sBKt aad innnanH cauik 
^UmkIi^ utiidspe t&ifti v^iurKms flatus Itaine cxperiiBemtied miitt! tbe '*^pB@9e Siiait Ihofl 

ttft9i«aD«L It wmM jecfli tkat vie 1mi« ipened fi MMcmla t of a '"'paBd 
wi^'pdiA jitw pc$g^ Is li%|i places wlo fed tfeat ccftmia tkisssfti^l 
iMT lifisddiU tiba«fo!ne mm tax it OBt of axBtCM^ 
tlHit ft toMw» ffloultiv te aatxiCL 

TIk; i««st I «auD TfxaSk, nSk taxes erer ieried mgufist tohaeoo IsaiY beea & teB| 
a»y tftx g^ a ifieqikr paaipttw; ; aiad y*t ^ 

J$Si«it^feadl j« i«;9ai>ffim^ t&ie wem: propoBed kyftotioa. it flenss I«dtci««s to i 
tiki; mat J I i«sad sud vada^taiid it ; l^^mt after tlie iQp^Jitioa is effective it \ 
t«i* 0!l«C^ t((» flM0l» a tcalAccA) ptiodnct, b^ 

mmf «dter fitiwijir leaf, eatalpa bean xw BMist agjrtMas etae yew oaai get t» t 
I <ii9 iM<t «ad(!fstaad IMs sesTcesticm of tK^tecea. 

I tUnk Ite JF^edml GonxvoKot bas an oMiigitiwi to tke ptopntr kaUec, i» 
flii^ fisiaadad iiHtitiitioa, to tbe fun owiaers;, to the fans mxnidas £aaulaos aai to 
an tib^ iMHiaefli iostitiitions that are boilt op aiooDd tMs fraochiae crstHA to 
a»9ro di9m|f « maft sofi^ aod tiy oot to destiof the goos^ tittt is lajios ^ ^»iiio 
«^ to the tone of aoane seven laQioo doOais a joar ftCT&e Tarioos: taxtoig: aiihor- 
iticx ia 4ar eooDtry. Tbe eoMioaiie impact is £aiita«4ic and tMTific ia a posttiv^ 
fa^dduB totda J. This can easHj be destroyed bj ptomiaciBoas and not folly thentht- 
oot lesfdfttlOBu 

Senator Fckol Tbe next witness wiU be Dr. Miltcm Sbntfett^ vioe 
<diainnan« Department of Agricultimd EccHioinics, UniTeisitT of Ken- 
ttneky. Collie of Agricnltme here in Ti^xington, 

Vfr. Sbuffett, we aie delighted to see too this morning. We appim- 
ate joa not only as a witness but for the fine help that joa have giren 
us to pat this hfaring on and the advice jou have given us^ The cour- 
ier of the Depaitment of Agncokoie has been 101 percent. I want to 
isaj that for the record and for the poblic and we are delighted to hav^ 
jm as a witness this morning. 
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Kentucky has 11 stemming and redrying facilities for processing 
tobacco for storage after it is sold on the looseleaf warehouse floor. 
These businesses hire local people and represent an important source 
of seasonal employment and income for the area. 

In addition to sales warehouses and redrying facilities, tobacco 
marketing involves considerable economic activity in the process of 
transportmg tobacco crops from the farms to warehouse floors, from 
warehouses to stemming and redrying facilities, and from redryers to 
storage facilities where the tobacco is aged imtil it is ready for use in 
manufacturing. 

It is estimated that more than 10,000 production workers are em- 
ployed in tobacco manufacturing establishments located in Kentucky. 

In addition to manufacturing workers, large numbers of employees 
are used in the storage, merchandising, and distribution of tobacco 
products after they are manufactured. Many such firms are located in 
Kentucky because of tobacco pixidiuction and the manufacturing in- 
dustry in the State. 

The manufacturing industry generates business in other segments of 
the economy through the purchase of such supplies as cellophane, 
aluminum foil, printed packages, and cartons and paper. It is estimated 
that in the Nation, more than 1.5 million businesses share in the tobacco 
trade and in supplying equipment, transportation, advertising, mer- 
chandising, and services. 

An important part of Kentucky's tax revenue comes from tobacco 
products and the tobacco industry. In fiscal year 1976-77, Kentucky 
•collected $22.2 million in excise taxes from sales of tobacco products. 
This is in addition to sales taxes and State and local property taxes 
collected on farmland with higher value due to tobacco allotments and 
on warehouses, manufacturing plants, and storage warehouses and 
facilities. 

Tobacco allotments have an important impact on farmland values 
throughout the State. It is estimated that the average value of a hurley 
tobacco quota is approximately $3 per pound — ^farms with quotas 
sell for an additional $3 for each pound of burely allotment. Ken- 
tucky's 423 million pounds of hurley quota in 1977 had the effect of iii- 
-creasing farmland values in the State by approximately $1.2 billion — 
an important contributor to land values and assessment for local tax 
purposes. 

The enactment and implementing of S. 3118 would undoubtedly 
reduce the consumption of tobacco and the needs for hurley and other 
types of cigarette tobacco. Studies attempting to measure the demand 
elasticity at the retail level for cigarettes have generally concluded 
that the demand elasticity is in the range of —0.5 to —0.7. The quan- 
tity of cigarettes consumed responds to price change by from 0.5 to 0.7 
^s much as the price change. All such estimates have been made at 
existing prices and quantities at the time the estimates were made. It 
is known that demand elasticities tend to be greater — quantities re- 
spond more to price changes at higher price levels. The unit tax rates 
proposed by S. 3118 would increase prices from 5 cents per package 
for the lowest tar-nicotine cigarettes to 50 cents per package for high 
tar-nicotine levels. Such taxes would raise cigarette prices to levels 
•of greater demand elasticities and result in substantial reductions in 
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leaf tobacco needs and would have a severe impact on the economy of 
Kentucky, other tobacco-producing States, and to the Nation. 

If consumption patterns by tar-nicotine levels were such that the 
average tax increased by 25 cents per package — about a 50-percent 
price increase for cigarettes — ^the effect would be to reduce consump- 
tion by about 30 percent The provisions of S. 3118 designed to pro- 
hibit smoking in open areas of Federal facilities, to segregate smokers 
from nonsmokers, to change labeling requirements, and other pro- 
grams to deter smoking would further decrease the consumption of 
cigarettes and the need for leaf tobacco. I would estimate tliat tobacco 
requirements A\'oaild decline by one-third with the following direct 
impacts on the agricultural economy of Kentucky. 

(1) Burlej^ production would be reduced by 140 million pounds 
with $175 million less in cash f ai-m income at present prices. 

(2) Farmland values would decline by approximately $400 'million. 

(3) Employment for the equivalent of 13,000 jobs by family mem- 
bers and hired labor would be lost. 

Nonaffricultural segments of the economy would also suffer as a 
result of this bill. 

In summary, agriculture, agribusiness, and State and local govern- 
ments are heavily dependent on tobacco production, marketing, manu- 
facturing, and aistribution as a source of employment, income, and 
tax revenue. The reduction in tobacco needs resulting from S. 3118^ 
would have a drastic impact on land values and on the rural economy 
of Kentucky and all other tobacco producing States. The impact 
would carry over to decreased economic activity m the nonf arm sectoi'a 
of agribusmess, finance, employment, wholesale and retail trade, and 
tax revenues at all levels of government. 

Mr. Chairman, this concludes my statement and if you have any 
questions I will be happy to respond. 

Senator Ford. Thank you very much. Dr. Shuffett. Your statement 
almost eliminates ^[uestions because it's so thorough and so complete*. 

One thing I believe that you have brought out is that if the tax is 
increased by 25 cents, which would be approximately a 50-percent 
increase, it would reduce 30 percent of the purchases or would reduce 
the need of burley tobacco by 30 percent. 

Mr. Shuffett. Yes, sir. This is my estimate. I think cigarette de- 
mand does respond to price. I think the price is relative to any com- 
modity and if we were to come out at about an average on this tax 
of 25 cents per pack in low and high nicotine level, that the average^ 
price increase would be 25 cents per package. This I would estimate 
would result in a reduction of 30 to 35 percent in cigarette consump- 
tion and in the need for leaf tobacco. 

Senator Ford. Now in reading your statement— and you follow up- 
that burley production would be reduced by 140 million pounds — now 
you're just relating to Kentucky alone? 

Mr. Shuffett. Yes, sir. 

Senator Ford. That would be a loss of $175 million in cash revenue^ 
That's i ust to the farmer ? 
., Mr. Shuffett. That's right. 

Senator Ford. That's the farming commimity only ? 
. Mr* Shuffett. Yes. 
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Senator Ford. As both yoa and Jake Graves hare stated, the Tahie 
of the land would decline b^;aose of the $3 per pound factor which 
increases that value so that would reduce the income to the community 
as it rehites to the assessment of the land. As a result you would have 
the equivalent reduction of almost 13,000 jobs by family members and 
hired labor. 

So really you're beginning at the tip of the icd)erg if you take 
$175 million out of the economy. It really has a rippling effect, doesn*t 
it? 

Mr. Shuffett. Yes, sir. It has a proportional effect throuorhout all 
agribusiness and assessment values for taxation and support of local 
services and the manufacturing industry totally, across the board. 

Senator Ford. When you get into the loss of income for the equiva- 
lent of 13,000 jobs by family members and hired labor, you haven't 
extended yourself over into the manufacturing of the products of 
tobacco, have you? 

Mr. Shuffett. Xo, sir. These are totally farm-related things. 

Senator Ford. So you could say without fear of contradiction that 
there are going to be some people laid off or in the unemployment line 
as a result of the reduction of 30 percent? 

Mr. Shuffett. Certainly, and carry it throughout the system. 

Senator Ford. I want to make these points and we may be repeating 
ourselves, but I think we are beginning to find a thread of the fabric 
that's very important as it relates to the economic structure of this 
crop. 

Let me get back to a question I have been asking each of the wit- 
nesses. What would be an alternative source of revenue if tobacco was 
taken away or declined 30 to 50 percent? 

Mr. Shuffett. Well, Senator Ford, there's no alternative through- 
out the tobacco industry, in my opinion, for tobacco. The sources used 
in tobacco production are such that it takes a little land and a lot of 
labor, and in agriculture to replace tobacco with another enterprise 
that would earn the equivalent amount of money and have the same 
impact on land values and on farm equipment, there is no alternative. 

Senator Ford. Let me ask a question that has not been asked yet 
or related to, and I think it should. Kentucky has become an important 
grain and soybean producing State. Why can't tobacco producers 
switch to one of these crops and maintain their present level of 
income? 

Mr. Shuffett. I think it goes back to the basic structure of our 
agriculture in Kentucky. We are a State of small family farms. The 
average farm in the State has 141 acres. It has much less crop land 
and in many areas of the State the land is not suitable in terms of 
the topography, terrain, farm sizes, to economically compete in grain 
production. 

In west Kentucky where we have larger farms, more acreaore assem- 
bled in larger imits, then we do have some opportunities and we have 
seen development in ffrain and soybeans, but for the major part of the 
State this is not a viable alternative. 

Senator Ford. Cucumbers or something like that wouldn't replace 
tobacco in its income? 

Mr. Shuffett. No, sir. There are some opportunities. Mr. Miller 
commented on this, on some of the ways for crops where value would 
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Health Institute at the University of Kentucky has an annual income 
of $3.7 million devoted to the employment of outstanding professional 
research scientists headed by Dr. John Wyatt, to carry on research in 
the fie] d of tobacco and health. 

In the field of taxation, we feel that tobacco is carrying more than 
its just share of taxation. Over $6 billion j>our into the coffers of 
governmental agencies, some of which Mr. Califano is using to destroy 
the industry that helps sustain him in his missionary work. In fact, 
revenue from taxation amounts to over three times what the farmer 
receives for his crop. Tobacco is in no way subsidized by the Govern- 
ment. On the contrary, tobacco subsidizes the Government. 

The question of prohibition of smoking in Federal public places, 
we feel, is just another attempt to suffocate a legitimate industry that 
many thousands of fanners and othei*s depend on for their livelihood. 

The Burley Tobacco Growers Cooperative Association has operated 
for 37 years very successfully. It has offered price protection to the 
farmers without loss to the Government. The total figures of the 
cooperative's operations through the first 35 years of its operations 
show that, in round figures : Total funds borrowed from Commodity 
Credit Corporation, $1.36 billion; total interest paid to CCC, $119.4 
million : net gain paid to growers, $16.1 million ; total of green tobacco 
received, 1.650 billion pounds. 

This certainly is an enviable record. 

The end of price supports would create a catastrophe in 22 States 
that grow tobacco. Many thousands of small farmers would be forced 
off the land into the cities, thus swelling the welfare roll. 

So, gentlemen, we think it is time to call a halt on all the adverse 
criticism of tobacco. We plead for time for research to find out what, 
if anything, is in the use of tobacco that is detrimental to health. We 
would urge the Congress to denounce and stop the unwarranted 
usurpation of the rights of people in legitimate enterprises by zealots 
in Government who speak from emotion rather than fact. 

In conclusion, gentlemen, we reiterate, please quite down and let 
research find the answers. It just may be that smoking is not the 
culprit. It would be calamitous to destroy a basic industry before the 
facts were known. 

Senator Ford. Thank you, Mr. McDaniel. That's an excellent state- 
ment. 

Bill Balden is next. Bill, do you have a copy of your statement? 

Mr. Balden. I have one copy. 

Senator Ford. OK. You may proceed. 

STATEMENT OF WILLIAM H. BALDEN, KENTUCKY FARM BUREAU 

Mr. Balden. Senator Ford, we, as Kentucky farmers, certainly ap- 
preciate your interest in us here in Kentucky, and I'm sure the farmers, 
throughout the United States would say the same to you. 

The official statement of the Kentucky Farm Bureau will be given 
tomorrow in Bowling Green so I would like to make a brief statement 
as a Kentucky farmer to you this morning. 

My name is William Balden. I'm a full-time farmer and a person. 
very much interested in tobacco. 
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I resent very strongly the motives put forth in S. 3118. This country 
was founded over 200 years ago because people wanted individuiu 
freedom. The majority of people still want this. Many of us in years 
past have gone to war to protect these freedoms. Now there are a few 
men who think they know what is best for everybody. They intend 
to protect us from ourselves. 

Tobacco is most important to all Kentucky farmers as we derive 
better than 30 percent of our income from this source. The people 
who work for us depend on it for over 50 percent of their income. 
If it was not for tobacco we would probably not need any outside help 
on the farm. So imemployment would prevail in Kentucky. Many of 
these people would be on welfare, depending on the Government for 
their support. 

If Senator Kennedy is so anxious to do something about pollution, 
why doesn't he start with the automobile which puts out many more 
noxious fumes than does cigarettes. He won't do this because he 
drives an automobile. 

We, as citizens of this country, pay our taxes and support our 
Government. It is my feeling that we should have free access to all 
public facilities, regardless of whether we are a smoker or a nonsmoker. 
Thank you very much. 

Senator Ford. Thank you very much. Bill. 

Jack Griffith is next, president of the Council for Burley Tobacco. 

STATEMENT OF JACK GRXFTITH, PRESIDEITr, COUNCIL FOR BUR- 
LEY TOBACCO, LEXINGTON, KY. 

Mr. GRiFFrrH. Senator Ford, members of the committee, ladies and 
gentlemen : Thank you for giving us the opportunity to appear before 
you today to present our views on the impact of S. 3118, the Smoking 
Deterrence Act of 1978. 

The Council for Burley Tobacco is a unity trade association whose 
membership includes those organizations, associations, and representa- 
tive individuals vith a direct and affected interest in the production 
and marketing of burley tobacco as a viable agricultural industry with 
far-reaching economic and social impact. 

It should be noted that representatives of the member organizations 
and associations of the council will testify oh behalf of those organi- 
zations. The council will confine its testimony to a general statement 
reflecting the sentiments of the great mass of burley tobacco producers 
and their seupport and allied industries. 

It is immediately and strikingly apparent that the proposed legis- 
lation in question, S. 3118, would have a devastating effect on the 
tobacco economy and the tax revenues based upon it. 

S. 3118 represents another of the constant attacks upon the tobacco 
industry which show a great lack of understanding of the economic 
and social fabric of the tobacco economy which has existed for hun- 
dreds of years. This legislation would rip that fabric to shreds. 

S. 3118 also appears to relegate the American who is a tobacco 
smoker to a subclass of citizen, denying equal access to the facilities 
of a government of, by and for all of the people. 
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We doubt that this would be the intent of an American GcHigTESS. 
The proposed act refers only to tobacco smoking. Is it to be assumed 
that the smoking, or use, of other substances wouM not be affected ! 

In analysis, S. 3118 appears to be punitive legislation against to- 
bacco — and tobacco alone. 

Tobacco production, manufacturing and the use of tobacco products 
arelegaL 

For the last 25 years or more, the relationship of tobacco to health 
has been a continually running and largely unresolved debate. It is 
reasonable to say that the general public, and certainly the smoking 
public, has had totally adequate notice of an^ hazards that miglit exist 
in the relationship of smoking to an individual's health situation. 

We will not dwell here on the tobacco and health problem. But we 
do ask the committee to consider the research and technolc^y whidi 
the tobacco industry has advanced in its continuing efforts to clarify 
and resolve the situation. In Kentucky, we have been concerned 
enough about the problem to establish tlie Tobacco and Health 
Research Institute facility. 

It cannot be said that we would be indifferent to the health 
situation — or that economics would supercede the general health. 
But reality must be put in perspective. 

The tobacco economy is very real and vital to Kentuckians — as well 
as to other tobacco areas — as it has been for centuries. 

Historically — and currently — the economic impact of the production 
and marketing of hurley tobacco is so deeply woven into the economy 
of Kentucky that anything which would disrupt its stability is a 
danger to the overall welfare of Kentuckians of all walks of life. 

The $500 milli<Hi annual income to Kentucky farmers alone trans- 
lates into a $2.5 billion economic flow each year on the accepted premise 
that such an agricultural dollar multiplies 5 times in the econcuny 
before it dissipates. 

There is involved the labor-use equivalent of 39,000 full-time jobs. 
More than 6,000 other workers also are employed on a seasonal basis 
in 26 stemming and redrying facilities. 

Employment in tobacco manufacturing provides jobs for thousands 
of other workers in K^itucky. 

There are more than 200 auction warehouses with an estimated $60 
million investment in local communities. 

More than $22 million are collected by Kentucky annually in excise 
taxes on tobacco products. Production quotas add to land values and 
improve local revenue through taxation. 

We are sure these facts and statistics will be repeated many time© 
during the committee's inquiry into the econ<Mnic impact of S. 3118. 
But we would earnestly ask that they stand as not mere facts and 
figures, but that the c<Mninittee carefully weigh them as realities in a 
complex, wide-ranging and deeply human social and economic 
environment. 

Any substantial disruption of tolmcco production in Kentucky 
could not be offset by other agricultural production, and we would be 
hard-put to overcome the consequences to the economic and social 
well-being of Kentuckians. Poverty, displacement and depression 
would result in many instances. 
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Tr<* respectfully peotion the commiUrio t-o turn asido sucli efforts hs 
S. 311h as m maniieBtiy unfair and unrealistic effort , and nrp:K^ i lio ( 'o?i - 
press instead to appraise the realities of the tobaorn situaHon apaii 
from the clamor of the detractor? ^rho cannot ap]^roriato onr i>osi(ion 
because they snnply will not reco^ize. it — or try to luidorstand it> 

Thank Tou. 

Senaioi" Fgbd. Thank you very much. 

Jiay. wti nave your testimony. 

fgrATkMii'.W '! or SAY KACEET. rRKSIIIHWT, STTSLEY rAKMEKS AB- 
TIBQEY COTIHCIL, AHB TTRST VICE PEESIDEKT, EXHTUOBIY FARM 

bueeatj. eiizabethtowk. ey. 

Mr. Magket. Senator Ford, members of the committee, and ladies 
and ^ntlemen: I am Hay Mackey. president of the Bnrley Farmers 
Advisor^' Council. We are a burley loliacco producer orftanization rep- 
TBfientiag: counties of central Kentucky' for a major portion of Ken- 
tucky's 400 million pounds of burley toliacco that V produc<*d. 

Thank you for the opportunity to voice o\ir extreme opposition to 
S. S116. This bill, if enacted, would pve Federal administratoi^^ a di- 
rective to enforce se|rre«ration of tliose who smoke tobacco from those 
who do not smoke tobacco in any Federal facility. 

Other sections of the bill make it crystal clear that its underlvinjr 
purpose is to eliminate the smoking of tobacco as soon as possibW. 

In addition to the specific restrictions contained in the bill, its en- 
actment will frive encouragement to those who are already determined 
to say where and when you may or may not smoke. 

Last week I had lunch in a restaurant where you had to sit at a 
particular table if you wanted to smoke. I boarded a plane where 
smokers were told to sit in the iMW'k section of the plane. Last ni^ht 1 
checked into a well-known downtown hotel and was asked if 1 wanted 
to sleep on a floor where people did not smoke. I objected to the whole 
idea. At the price they were chat^n^^ I really expected to sleep in a 
bed instead of on the floor, and what other guests did in their rooms 
was none of my business. 

If smokingis reduced or eliminated, it will have a ttvmendons im- 
jmct on those of us who produce and market burley tobacco in Ken- 
tucky. Our quota or our riffht as individual farmers' to gro\^ a portion 
of the 400-million-pound Kentucky crop is important to us. ^^^lenevtM' 
a farm is offered for sale the tobacco quota becomes one of the main 
attractions. The growing and marketing of this remarkable otvyp 
occupies almost half our working time and pro<luce« mow than one- 
third of our fann income, while occupying less than 5 percent of our 
farmland. 

This means that the other 95 percent of owv farmland can be tis^yd 
for producing corn, wheat, soybeans, fmit, vegetables, meat, and milh. 

Several attempts have been made o\'er the yeai-s to find a rrot) Atlnpt- 
able to Kentucky which will give farmei^s a similar Mttvn inr tlieit* 
labor and investment. No other legal crop e\^n npproncheB that of 
burley tobacco. It is a crop that uses all the available family Inlum 
When additional hired labor is costing $5 or more |ier hnttr, tlHs 
means that family labor is earning $5 per hduf without ever leavittg 
the farm. 
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Burley tobacco oonfinues to make a major contributkHi toward pay- 
ing the taxes on the farm, the insurance on the buildings, interest, and 
I>a3rments on the mortgage. In addition, it pays for shoes for growing 
farm boys and girls, boo^ fees, and school lunches from the first grade 
to graduation and tuition, room and board for those who go to college 
where farm boys and girls who have learned the value of hard work and 
some oommonsense as well can further develop their minds and skills 
and thereby make a significant contribution to a better America in the 
fields of science, medicine, economics, agriculture, or whatever field 
they choose. 

In summary, the value of tobacco to Kentucky farmers is beyond 
measure. Kejection of S. 3118 by your committee would protect this 
value in which all Kentuckians have a share. Thank you. 

Senator Ford. Thank you very much, Eay. All four of you gentle- 
men have done an excellent job in making your point as it relates to 
the loss of the crop of tobacco. I dont believe I have any questions be- 
cause the statements have been very factual and I think you have made 
your points adequately. Can any one of you think of something that 
5'^ou would like to put on the record at this time ? 

I think what we're getting down to is that we liave an economic 
situation that if tobacco is eliminated or even partially eliminated — 
Dr. Shuffett said a few moments ago if it's just reduced 30 perc^it, 
liow many hundreds of billions of dollars that rippling effect would 
have and what we have to do to try and make it up. There is that 
possibility but no one has ever come up with any substitute, a sub- 
stitute ba£ied on the amount of income and the small use of land that 
you all remarked about. You have 95 percent left to do other things 
with that is so important, yet tobacco is — I guess I could use the 
term — the backbone as it relates to the cash ability to do these other 
thin^. Hopefully, your testimony today will be vitally important in 
getting over the economic aspects to those who are attempting to 
eliminate tobacco from the marketplace. 

This concludes our hearings of this morning. We are now going to 
have a break for lunch and we will come beuck at 1 o'clock and we 
will begin with a panel of tobacco producers and tobacco warehouse- 
men, tobacco dealers, the chamber of commerce, banks and agribusi- 
ness panels this afternoon. 

AFTERNOON SESSION 

Senator Ford. GkK)d afternoon, ladies and crentlemen. It's a pleasure 
to see all of you. We had a good morning:, a lot of good testimony and 
we expect additional testimony that will be as profitable to the* com- 
mittee as the morning testimony was. 

As I indicated before we recessed for lunch, we were going to put 
individuals who have related representation here this morning, such 
as producers, the warehousemen, dealers, chamber of commerce, bank 
panel, and agribusiness. The first panel this afternoon will be the 
tobacco producers panel and we would like to have Henry West, Route 
1. Paint Lick; Robert Homback, Route 4, Shelbyville; and Jim 
Thompson, Route 5, Paris. 

Jim. did they get out to see you yesterday ? 

Mr. Thompson. Yes, sir. 
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Senator Fobd. They were saying bow pleased they were at how 
articulate you were about the prdt)lems. So I'm glad they were able to 
see you. Liet's start from my left and your right and well have each 
of you make your statement and t^iere may be Questions we will want 
to ask you in^Tidually. So Jim Thompson, well start with you first. 

8IAIEHEST OF JUL TEOHFSOS, TABIS, XT. 

Mr. Thompsok. Grentiemen and ladies, my name is Jim Thompson. 
I am a 27-year-old farmer from Bourbon County. I am the fourth 
generation of my family to live and work on our farm. I am also the 
fourth generation of my family to depend on tobacco as a primary 
source, of income. 

My family has been involved deeply with tobacco all during this 
time^ Oue of my grandfathers fought for and helped establiSi the 
hurley program as we now know it. My other grandfather was an 
auctioneer for many years. My father also sold tobacco fertilizer for 
a while. As you can see, we Iavc more than a jMissing interest in the 
tobacco industry. 

As a young central Kentucky farmer, my very existence is dependent 
on tobacco. Tobacco has traditionally beeoi our big cash crop. We use 
tobacco as a basis for our entire farming operation. Without exaggera- 
tion tobacco finances all of our other fanning operations. In this area 
tobacoo is used as security for loans to buy e<juipment. A bank will 
loan money to a young fanner with no assets m order to buy equip- 
ment, with tobacxx) revenue as the only form of security. Some of this 
same equipment can be used in other less lucrative agriculturar 
products such as com. 

Consequently, you are legislating this individual out of a job. With 
83 percent of the Kentucky fanners producing tobacco the bill will 
affect a great nundjerof people in this area. 

Considering the fact that we use tobacco as a i)riTnary source of 
income and loan security, we are in a imique situation. Ask voiit'self , 
"What alternate crop could replace this source of income!^ "What 
^>ecifications must this alternate product adapt to be suitable to this 
area?" 

This new crop must be grown on a small amount of land, vet yield 
a large income. This income must be ccmstant enough for tne Imnks 
to consider it secure enough to loan money. It must adapt to our 
climate and conditions. A knowledgeable souroe of labor must be 
available to insure hi^h yield. It womd also be helpful to have some- 
one with :four generations of accumulated experience to produce this 
product. Is such a crop in existence ? I submit — no. 

Up to now I havei dealt with what the farmer has to lose by this 
I^islation. Now I would like for you to consider what the natioh 
gains or loses by this legislation. The primary penalty for the Stut^ 
and Nation would be greater unemployment. A' large perc^ntag^ of the 
160,000 tobacco farmers in this State, most of whom are ov^ 60 years 
of age, are not qualified for other work either by choice or necessity. 
A great number of these people raise tobacco because that is what they 
want to do and know how to do. They would not change tiegardless 
of incentives. This legislation also encourage black marketing or 
bootle^gihg, as we oalfit, by creating a marfet for bogus tax stamps 

87-447— Td-^ — ^ * . ' 
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or misrepresentation of nicotine and tar levels. We collectively stand 
to lose $14 million in State tax revenue, not to mention Federal tax 
revenue. ^^We'' also stand to lose a great deal of property tax revenue 
because without a tobacco base, land values and property assessments 
would go, HiTfiinjahiTiy the borrowing power of the farmer. We also 
lose that intangible £iiing called pnde in our job, not to mention 
quality of our smoking product. And last, but not least, some of us will 
lose our farms. 

Serious other questions are raised by this legislation, and as a person 
who hopes to live for another 60 years in this area I would like to pur- 
sue these legal aspects. I submit that this legislation, much like prohi- 
bition, is legislating morality. Gentlemen, you have seen and we still 
feel the effects of that legislation, and one would have to suspect the 
constitutionality of this legislation. To compound the morality aspect 
with selective enforcement — ^that is, only Federal buUdings and 
employees affected — moves juris prudence back 120 years. A smoker 
is not a second class citizen, and as a smoker I refuse to be treated as 
such. 

As I have stated, we as farmers have nothing to gain and much to 
lose by this legislation. This bill S. 3118, if passed, will set serious 
legal precedents with even more serious ramifications. However, if this 
bill would do for my family what prohibition did for the family of one 
of the draftees of this bill, I might change my mind. Thank you. 

Senator Ford. Jim, I think'you worked hard on your statement and 
it was very good. 

STATEMENT OF BOBEBT HOBinBACE, SHELBYVTLLE, KT. 

Mr. HoRNBACK. Mr. Chairman and members of the committee, I am 
Stephen R. Homback, Route 4, Shelbyville, Ky. I appreciate the 
opportunity to appear before you and to express my views on S. 3118 
and its effect on the economy. 

My family and I operate a 290-acre farm in Shelby County. We have 
a 15,000-pound hurley tobacco quota which accounts for most of the 
income from our family operation. 

I have read the proposed legislation contained in S. 3118 and I am 
convinced that it is designed for no other purpose than to lead to the 
discontinued use of tobacco in this country and the total destruction of 
the tobacco industry. The harmful effects of this lesrislation would not 
only apply to the manufacturing and marketing institutions but would 
include every small tobacco farmer in this country. It would result in 
financial ruin for my family and me, as well as all my neighbors. 

I reside in Shelby County, which is located in north central Ken- 
tucky. Like most counties in that area, the land is rolling, making it 
suitable for tobacco, livestock and dairy. It is not generally suitable for 
the production of large quantities of wheat, soybeans, com or any of 
the other major commodities. Tobacco is our major income producing 
commodity. In fact, our economy depends on tobacco. 

In Shelby County, we produce 10,700,000 pounds of hurley tobacco 
on 2,000 allotments. At current prices the farm income from tobacco is 
expected to gross more than $13 million for our county this year. Using 
the generally accepted rule of thumb, that money tunis over five times 
before leaving the community in which it is generated, tbB prodnotioiil 
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of tobacco adds $65 million to the eeconomy in my home comity. That 
money contributes much to the well-being of f armowners, sharecrop- 
pers, laborers, farm supply dealers, wholesalers and retailers of food 
and consumer goods, public employees and many others. 

Shelby County, like many others, is also a major tobacco marketing 
center. We have 9 warehouses which sell 28 to 29 million pounds of 
tobacco and employ several hundred people each year, most of whom 
would otherwise be unemployed during the winter selling season. 

Shelby County, like most of the other 118 tobacco producing coun- 
ties in Kentucky, contributes much to the total economy of Kentucky, 
This would not be so if it were not for tobacco. 

It contributes much to the tax base of the State. This also would not 
be so if it were not for tobacco. 

The public schools in our State derive their revenue primarily from 
three sources — State income tax. State sales tax and local proi>erty 
taxes. If it were not for tobacco, income taxes would be much lower 
because of the greatly reduced income, sales tax receipts would drop 
sharply because of the reduced funds available to be spent on consumer 
and luxury items and property tax revenues would be greatly reduced 
because of lower farm values. I am told that most farm lending agencies 
place a value of $3 or more per pound of hurley tobacco quota when 
appraising a farm for a loan. Based on this alone Shelby Coimty would 
lose $33 million of tax base on the farms in the county, not to speak of 
the loss of property taxes paid by tobacco related businesses such as 
warehouses and others. If the sponsors of this legislation think this is 
going to be easy to overcome, then I challenge them to suggest a satis- 
factory alternative source of revenue in order that our schools may 
survive. 

You in Congress have the power to destroy America's tobacco indus- 
try and bring financial ruin to all who are involved with it. I ask you, 
how do you plan to replace the Federal, State and local tobacco tax 
revenue which currently amounts to five times as much as the farmers 
receive? What do you plan to do with the bankrupt farmowners and 
their families and the displaced sharecroppers and their families? 

What will become of the small businessmen whose sales depend 
largely on the tobacco economy? When you harm or destroy the 
tobacco industry, you are not dealing with an inanimate object, but you 
are playing with the lives and welfare of millions of Americans, most 
of whom are contribuiting a much larger share to the total economy of 
this country than the average person. 

Members of this committee, we' who produce tobacco recognize we 
have problems. Most of the problems I believe are a result of inade- 
quate research, and misinformation. What we need is understanding, 
patience and assistance, not misleading propaganda and misguided 
reaction. 

I therefore urge you not to pass S. 3118 or any other similar legisla- 
tion which would only compound our problem. Instead, I request that 
you join with us and help find solutions to our problems as they arise. 
Thankyou. 

Senator Ford. Thank you very much for an excellent statement. 
Hfeni^, do you want to take that microphone now and we'll • to 
your statement. 
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STATEMENT OF HENRY WEST, PAINT LICK, KY. 

iMr. West. Mr. Chairman, I'm Henry West. I'm from Paint Lick, 
Garrard County, Kentucky, and I'm a farmer. 

S. 8118, the Smoking Deterrence Act of 1978 claims to create pro- 
grams designed to promote health. 

I am certainly not opposed to the promotion of health. I am opposed 
to the method of promoting health as is described in this bill. 

Tobacco is frequently portrayed as the villain. I would like to point 
out to you today some of the positive aspects of tobacco. I am a tobacco 
producer. Tobacco constitutes almost 60 percent of my gross income. 
Like myself, there are over a half million farm families directly and 
indirectly involved in producing tobacco in the United States. Tobacco 
is unique because it is so adaptable to the small family farm. No other 
crop can produce the income per acre in this area that tobacco does. 

Tobacco is the major cash crop in Kentucky resulting in over $600 
million in income annually to the Kentucky farmer. Tobacco is the 
fifth largest cash crop in the United States, worth more than $2.3 
billion in 1977 to the farmer. While the farmer was getting $2.3 billion 
for his tobacco. Federal, State and local governments were collecting 
over $6 billion in fiscal year 1977 in taxes on tobacco products. During 
the past 44 years the Federal Government has collected over $68 billion 
in taxes on tobacco products. State governments have collected an 
additional $46 billion. 

Kentucky collects over $2.2 million in excise taxes annually on 
tobacco. But, in addition, it is estimated that in Kentucky alone, farm 
land values are increased by $1.2 billion because of tobacco quotas, 
resulting in $4 to $5 million per year in taxes to support local govern- 
ments in Kentucky. 

Garrard County, in which I live, has a population of about 9,500. 
Out of the labor force of 4,200, about 850 are agricultural. Garrard 
County has 1,372 tobacco allotments and a total quota of almost 7^ 
million pounds. Income from tobacco amounts to about $9 million 
annually. This $9 million is about 20 percent of the total personal 
income annually in Garrard County. Tobacco increases the per capita 
income in Garrard County by almost $1 ,000. 

I have tried to impress upon you how vitally important tobacco is, 
not only to Kentucl^, but all tobacco producing States, Kentucky's 
economy is dependent upon the tobacco income. To remove $600 million 
of personal income from Kentucky would destroy the economy. And to 
add more tax on tobacco, which is already over-taxed, would not only 
be unjust, but would threaten the tobacco industry. 

I would compare tobacco to the goose that laid the golden egg. 
Tobacco being the goose. Government taxes on tobacco being the golden 
egg. Taxes are choking the tobacco industry now and the farmer is 
footing the bill. Additional taxes would cut even deeper into the 
farmer's pocket. 

Thank you. 

Senator Ford. Thank you, Henry. I appreciate your statement. I 
think each of you have drawn a very, very clear picture of individual 
counties and tide turnover of the money in that county and how much 
it means. Take a smaller county such as Garrard County with a popu- 
lation of about 9,500 and $7.5 million income — almost a fourth of the 
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emploTment in that county is tobacco related And. Jim, I think too 
made "scwne very good points You have raised a new one about the 
constituti<ma]ity right here I think. I believe you said it would stt juris- 
prudence back 120 years. And the lady to my left is going to be sworn 
in as one of the newest lawyers of Kentucky and Fm going to ask her 
if it really has been. So I want to discuss that. 

Let's talk about Shelby County. I think you're the average aze 
county in Kentucky, whereas Fayette County is a little larger and 
Garrard is a little smaller. Let's take Shelby. 

How many different operations in Shelby County are dependent cm 
the farmer "and basically on tobacco ? Can you name one that isn't 
really? Let's go over the* community and the'small business people in 
your community. Tobacco plays a great part in their livelihood. 

Mr. HoEXRACK. The groceiy stores, retail merchants are veiy de- 
pendent upon tobacco, especially when it's about time for markets to 
open and, of course, our fertili^r dealers. We use large quantities of 
fertilizers on tobacco. And there's just not many local people that are 
not involved. 

Senator Ford. Trucks, tractors — ^there's hardly anything you can 
name — gasoline distributors — just about everybody in your commu- 
nity — ^I guess in all three communities. 

Mr. HoRXBACK. Of course, this time of year the supply of labor for 
people that are maybe unable to do heavy manual labor that can help 
with tobacco and so on — ^this provides additional income for them. 

Senator Ford. I think Congressman Breckinridge made a statement 
this morning that if the Christmas season came in Kentucky without 
tobacco money, there wouldn't be much need to go to the market, in the 
spring in Northeastern cities — and he named Boston and Xew York — 
to buy wares for the winter. There wouldn't be much need of going up 
there, and probably the impact or the rippling effect would be felt 
there. Maybe not quite as much as here, but it certainly would be felt 
because we wouldn't be buWng from them and the employment 
wouldn't be as good and they wouldn't be selling their products, 

Mr. HoRXBACK. Yes, sir.* The automobile agencies, they usually 
stock up pretty well when the tobacco market is open because they 
hope to increase their volume in cars, new and used. 

Senator Ford. Well have a panel of bankers here shortly and we 
have already had some testimony that tobacco is the backbone of the 
farm itself as it relates to income and the ability to borrow money. 
I think one thread that we have seen throughout the testimony so far 
today is that in making the appraisal of a fai-m. it used to be so many 
dollars per acre and now it's about $3 per pound, and that increases 
the value of the farm. I believe one banker testified this morning that 
if he had identical pieces of land, one with an allotment and one 
without an allotment, the one with an allotment would bring a lot 
more money because of the S3 per pound. 

Then the revenue as it relates to the county and city I believe I'm 
rehashing a little bit but I think it pinpoints each of your statements, 
that if a 25 cents "per pack tax was placed on a pack of cigarettes, that 
that would reduce the production of tobacco approximately 30 per- 
cent. That would mean roughly $175 million loss of income to the farm- 
ing community. That's just the farmer himself, and then the loss of 
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employment and other things, and that doesn*t get into the other in* 
dostrial operaticms of produdng the cigarettes. 

One of you made a statement I thought was right good. It may have 
been you, Henry; that out of a $2^ billion income for the tobaooo 
farmers, the Federal and State governments were collecting $6 billion 
in fiscal year 1977 in taxes on tobacco products, and during the past 44 
years the Federal Government has collected $68 billi<m in taxes and 
State gov^imients have collected $16 billion. So governments collect 
more taxes by about three times roughly than what the farmer g^ 
from income from doing all that work. 

It just makes sense to me that people had better start looking at the 
economics of tobacco rather than the emotions of it. Do any of you 
have anything you want to add to your statements that you have 
thought about since you have been sitting there? 

Mr. HoRXBACK. I might say. speaking as to how it affects the local 
economy and the banks and so on, most people kind of live or exist off 
their other income from the farm, but they look for tobacco to pay 
their bills. 

Mr. Thompsox. Another thing I would like for you to consider, kind 
of alon^ the same line, tobacco is what allows us to raise our com and 
our <rram so cheap. This year we are essentially raising com for free. 
Well, we damned sure couldn't do that without tobacco to back it up. 
And also, I have heard of all the research going on with tobacco and 
it's an excellent source of protein in the future. Well, if we dont pro- 
duce tobacco, we definitely can't pursue that line of research. 

Senator Ford. Well, we were taHdnff about that and I made a mis- 
take this morning and I want to clarify that. There is more research 
in protein beins: done here at the University of Kentucky than other 
universities and I made mention of fraction-l which I got educated on 
rijrht well at lunch as to the work being done here at the university, 
and I not onlv admit publicly but I apologize publicly that I didnt 
give the Universitv of Kentucky adequate recosmition for what they 
are doing in protein research. And one thins: I learned too is if you 
raise tobacco for protein you don't raise it for cigarettes. So it has two 
different connotations. 

I thank i 
point, too — ^that 

your side. There . 

Thank you all very much and T appreciate it and I guarantee you 
that your'testimonv will be listened to and scrutinized very closely m 
Washington. Thank you again. . iir ai 

The next witness is representinsr the tobacco warehousmg, Mr. Al- 
bert Clav. chairman of the board, Burlev Auction Warehouse Associa- 
tion of Mount Sterling, Ky. Albert, if you want to read your testi- 
mony or if you want to hit some high spots, do whichever you would 
prefer. 

STATEMENT OF AIBERT 0. CLAY, CHAIRMAN OF THE BOASB, 
BUKIET AUCTION WAREHOUSE ASSOCIATION, MOUNT STERUHO, 
KY. 

Mr. Clay, ni try to make it fast because I know you have a lot of 
business. 

Senator Ford. We are here to listen. 
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nishes a livelihood for over 750,000 farm families, but produces over 
$6 billion in taxes to our Federal, States and local governments. 

I was privileged to be 1 of the 14 sponsors of the Tobacco Industry 
Research Committee created in 1954 when the health issue surfaced. 
In fact, I am the only living member of this 14-man group that issued 
a statement to cigarette smokers that appeared in every major news- 
paper in this country. May I quote from that statement which appears 
as part of my testimony, because what was said then is true today : 

Statistics purporting to Unk cigarette smoking with a disease could apply 
with equal force to any one of many other aspects of modem life. Indeed, the 
validity of the statistics themselves is questioned by numerous scientists. 

We accept an interest in people's health as a basic responsibiUty paramount 
to every other consideration in our business. 

We always have and always will cooperate closely with those whose task it is 
to safeguard the public health. 

For more than 300 years tobacco has given solace, relaxation, and enjoy- 
ment to mankind. At one time or another during those years critics have held 
it responsible for practically every disease of the human body. One by one these 
charges have been abandoned for lack of evidence. 

We are pledging aid and assistance to the research effort into all phases of 
tobacco use and health. 

S. 3118 is not only an attempt to destroy a legitimate industry by 
unreasonable restrictions, but it would create another bureaucratic 
instrumentality that would burden our taxpayers and deprive them of 
their indvidual freedom. 

The entire bill is another attempt to further Government interven- 
tion into private lives and personal preferences. 

The health protective tax it proposes is discriminating, ridiculous, 
and would be impossible to enforce. 

The labeling requirements are unjust, unwarranted, misleading, and 
inconsistent with scientific and research findings. 

This important American industry and the over 1 million persons 
employed full-time and part-time in its production has been the vic- 
tim, too long, of false accusations, damaging labels, and misleading 
statistics without supportive scentific evidence. 

There is no more justification for this legislation than a bill that 
would segregate people who used a certain fragrance of hair spray or 
face lotion because it was objectionable to others. The presence of to- 
bacco smoke has not been proven to be harmful to health. Let's not 
forget that we still live in a country where freedom of choice and 
preference should be as important as freedom of speech. 

Senator, I thank you and your committee very much for this oppor- 
tunity to present this statement. 

Senator Ford. And included with your statement is a copy which 
will be included in the record entitled "A Frank Statement to Cigar- 
ette Smokers" from the Tobacco Industry Research Committee, and 
also "Burley Tobacco Growers Cooperative Association Summary of 
Operations, 1940 Crop Through 1975 Crop." 

Mr. Clay. That indicates, as you can see, very emphatically that 
the tobacco program has not cost the taxpayers any money but has 
paid back not only the interest but money that the association has made 
on the profit of the sale of tobacco through the CCC and I think this 
is the only commodity program that can say that. 
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Senator Fokd. So those two it&ns will be included in the record. 
[The articles f <^ow :] 

IFzoM tke Tobacco Leaf. Jmrnmrnrj 1»M) 

A FKiL^nc Statemsxt to Ogabcits Smokses 

(A Reprint Prqiared By Burley Aoction Warehouse Assodatkm) 

Recent reports on experiments with mice hare giTen wide pnblicitr to a theory 
that cigarette smoking is in some way linked with lung cancer in human bdngs. 

Although conducted by doctors of professional standing, these experiments 
are not regarded as conclusire in the field of cancer research. However, we do 
not believe that any serious medical research, ev^i though its results are incoiH 
elusive should be disregarded or lightly dismissed. 

At the same time, we feel it is in the public interest to call attention to the 
fact that eminent doctors and research scientists have publicly questioned the 
claimed significance of these experiments. 

Distinguished authorities point out : 

1. That medical research of recent years indicates many poesible causes of 
lung cancer. 

2. That there is no agreement among the authorities regarding what the cause 
is. 

3. That there is no proof that cigarette smoking is one of the causes. 

4. That statistics purporting to link cigarette smoking with the disease could 
apply with equal force to any one of many other aspects of modern life. Indeed, 
the validity of the statistics themselves is questioned by numerous scientists. 

We acc^ an interest in people's health as a basic responsibility, paramount to 
every other consideration in our business. 

We believe the products we make are not injurious to health. 

We always have and always will cooperate dosiely with those ^iiose ta^ it is to 
safeguard the public health. 

For more than 300 years tobacco has given solace, relaxation and enjoyment to 
manldnd. At one time or another during those years critics have held it responsi- 
ble for practically every disease of the human body. One by one these charges 
have been abandoned for lack of evidence. 

Regardless of the record of the past, the fact that cigarette smoking today 
should even be suspected as a cause of a serious disease is a matter of de^ 
concern to us. 

Many people have asked us what we are doing to meet the public*s concern 
aroused by the recent reports. Here is the answer : 

1. We are pledging aid and assistance to the research effort into all phases 
of tobacco use and health. This joint financial aid will of course be in addition 
to what is already being contributed by individual companies. 

2. For this purpose we are establishing a joint industry group consisting 
initiaUy of the undersigned This group wiU be known as TOBACCO INDUSTRY 
RESEARCH COMMITTEE. 

3. Tn charge of the research activities of the Committee will be a scientist of 
unimpeachable integrity and national repute. In addition there will be an Ad- 
visory Board of scientists disinterested in the cigarette industry. A group of 
distinguished men from medicine, science and education will be invited to serve 
on this Board. These scientists will advise the Committee on its research 
activities. 

This statement is being issued because we believe the pople are entitled to 
know where we stand on this matter and what we intend to do about it. 

8PONSOB8 

The American Tobacco Company, Inc., Paul M. Hahn, President, 

Benson & Hedges, Joseph F, Cullman, Jr., President, 

Bright Belt Warehouse Association, F, 8. Royster, President, 

Brown & Williamson Tobacco Corporation, Timothy V, Hartnett, President 

Burley Auction Warehouse Association, Albert Clay, President. 

Burley Tobacco Growers Cooperative Association, John W, Jones, President, 

Larus & Brother Company, Inc., W. T, Reed, Jr., President. 
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p. LoriUard Company, Herbert A. Kent, Chairman. 

Maryland Tobacco Growers Association, Samuel (7. Linton, General Manager. 
Philip Morris & Co., Ltd., Inc., O. Parker McComaa, President, 
R J. Reynolds Tobacco Company, E. A. Darr, President. 
Stephano Brothers, Inc., C. 8. Stephana, D*8o., Director of Research. 
Tobacco Associates, Inc., (an organization of flue-cured tobacco growers), 
J. B. Hutson, President. 
United States Tobacco Company, J. W. Peterson, President. 

Burley Tobacco Growers Cooperative Association — summary of operations, 1940 

crop through 1975 crop 

Funds borrowed from COC : 

Advances $884, BW, 000 

Processing, storage, grading services, etc $»7, 197, 000 

Overhead $». 477, 000 



Total - $991,273,000 

Funds repaid or due to OCC : 

Sales (paid on loan) $991,273,000 

Interest and collateral fee paid $119,891,000 

Net gains distributed to members $10, 095, 000 

Principal owed (1974 through 1975 crops) $25,532,000 

Accrued interest and coUateral fees ( 1974 through 1975 crops) - $3, 006, 000 

Total owed to CCC (1974 through 1975 crops) $28,538,000 

Summary of inventory : 

Million green pounds received (1940-75 crops) 1,615.9 

Million green pounds sold (1940-75 crops) 1,590.5 

Current inventory million green pounds (1974-75 crop) 25. 4 

Value of inventory at selling price Mar. 31, 1977 $34, 504,000. 00 

Senator Ford. I want to ask you a question or two. You come to us 
today — I guess I can use this term — wearing many hats in the tobacco 
industry, and you have a very illustrative career as it relates to the 
total spectrum, and I'm interested, as I know you are, in the Advisory 
Committee on Trade Negotiations through Bob Strauss. 

Could you comment for the record on the export of tobacco and its 
balance oi payments and how that has been affected ? 

Mr. Clay. Well, as I've pointed out in the meetings that we have 
held. Senator, in APAC, the tobacco itself is one of the few com- 
modities that makes a favorable trade balance through our trade 
negotiations. Bob Miller can back me up on this, but I think that 
probably almost over $1.5 billion net trade balance we contribute to 
a favorable trade balance in our total end of the year figure. 

In burley alone, we have now reached over 100 million pounds 
of export of burley tobacco, which is the largest on record. But count- 
ing total products — and I think this is very important in the trade 
associations who are having a meeting tomorrow in Washington in 
APAC — ^to try to get down to some finality on the bottom line in 
whether we can readi a trade agreement — ^but Bob Strauss has made 
a statement at the beginning and I think he will stick with it, that 
agriculture is not going to come out the net loser in these trade nego- 
tiations because agriculture is one of the commodities in this country 
that has contributed to a favorable trade balance and tobacco is one 
of those commodities contributing about $1.5 billion. 
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Senator Ford. I think that's very interesting and we show about 
$1.5 billion net gain as it relates to the sales on our balance of pay- 
ments, plus a $6 bilUon annual income to local, State and Federal Gov- 
emments from this one crop. So we're talking about not only favor- 
able import/export operations, but a very large contributor to the 
well-being of communities. States and the Federal Government. 

Mr. Clay. About five to six times what tobacco growers receive from 
their efforts — the Federal Government is getting about six times that. 

Senator Ford. The statement was made uiis morning quite ironically 
that the tobacco pays so much into the Federal Government that it 

E'ves Joe Califano the opportunity to fight the very crop that pays 
s large bimdle of taxes. 

From the warehouse area — of course, we all know here that farmers 
bring their crop to market for auction in the warehouses. Some people 
are not familiar with tobacco. They don't understand it and that's 
part of our problem in trying to explain the situation to other Mem- 
bers of the Congress. You state that there are over 200 auction ware- 
houses in Kentucky. 

Mr. Clay. In Kentucky, yes. 

Senator Ford. How many markets are there in Kentucky, including 
Lexington here ? 

Mr. Clay. I believe in Kentucky we have about 18 markets at the 
nresent time. Of course, some of those markets, like Lexington, have 
nve sets of buyers ; mainly three sets of buyers ; and I think there are 
something like 18. 

Senator Ford. I understood there were about 30. 

Mr. Clay. There are 30 markets j yes. I'm sorry. 

Senator Ford. I didn't want 18 in the record when we had 30, and if 
it was 18 I wanted to leave it that way ; but if it was 30 I wanted to 
change it. 

How many people are employed in the warehouse business in Ken- 
tucky? You have your minimums and maximums I'm sure. 

Mr. Clay. Senator, I don't know. Of course, a lot of us — our season 
is about 3 months long, you might say, and the various markets — ac- 
tually from the warehouse standpoint, I'm just judging from my own 
oE>eration in size, I would have to say that out of the 30 markets you 
would have at least 50,000 people employed one way or another con- 
nected with those operations. 

Senator Ford. I don't believe I have any other question. You have 
covered many of my questions in your statement. 

Mr. Clay. I have a little pamphlet here that I would like to offer 
into the record. I only have one. I can get more. This is entitled 
"There is No Tobacco Subsidy." This is put out by the Tobacco Insti- 
tute and if the committee does not have that I would like to oflfer it. 

Senator Ford. We will include that pamphlet in the record. 

[The pamphlet follows :] 

There Is No Tobacco Subsidy! 

Countless tobacco critics have diagnosed "schizophrenia" in our federal govern- 
ment which, in one department scolds smokers and in another helps farmers who 
grow the leaf. 

End the "tobacco sunbsidy," the argument goes, and the image of the split per- 
sonality will dissolve. 

In fact, there is no tobacco subsidy. 
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Yes, taxpayers' money is used to guarantee farmers a minimum price for their 
tobacco crops. And their com crops and their rice crops and their wheat and 
their peanuts, and their cotton. Thirteen different commodities, altogether. (See 
table.) 

No, the money isn't a gift. It's a loan. Repaid with interest. To be eligible a 
tobacco farmer must guarantee to limit his tobacco production. 

How does the program work? What does it really cost? What is its eO\ict in 
terms of the smoking and health controversy ? 

Nearly a half-century ago, the Great Depression was more than a business 
calamity, a stock market crash and an unemployment epidemic. Ck)nsumer pur- 
chasing power was low. Agricultural prices would not sustain farm families. 

Permanent federal government "programs" to stablize many aspects of the 
national economy, including agriculture, emerged from the Franklin Roosevelt 
administration and the Congress. Tobacco was among the leading farm com- 
modities subjected to price stabilization and production control legislation. 

Tobacco is cultivated today on some 400,000 American farms. Among major 
crops, its dollar yield per acre is highest. It is characteristically grown on a plot 
of land so small that no other crop on the same plot can support a family. 

Traditionally, tobacco is sold at warehouse auctions after being graded for type 
and quality by government-employed inspectors. The rapid "chant" of the auc- 
tioneer records bids and invites higher ones as buyers from tobacco products and 
leaf export comi)anies signal their interest. (U.S. tobacco products manufacturing 
companies purchase all their leaf supplies; none actually grows tobacco.) 

If leaf offered by a farmer is unsold at a government-i)egged minimum price, 
and if the farmer has not exceeded his government-set production quota, he re- 
ceives instead a government lo^^ equal to the minimum price. His tobacco is 
taken as collateral by a cooperative funded by the government. 

Tobacco is among the most imperishable of farm crops. It can be and is 
stored, sometimes for many years, until it can be sold under more favorable 
commercial market conditions. 

Setting crop quotas in advance of each growing season is an important and 
sophisticated activity of the U.S. Department of Agriculture. Among the con- 
siderations are weather and demand forecasts, as well as inventory factors and 
the outlook for quality and yield. 

For 44 years beginning in 1933, stabilization of the tobacco farm economy has 
been a public policy objective inthe U.S. 

But at what cost? 

In those 44 years, the arithmetic comes out this way : Loans advanced to 
farmers, minus interest paid on the loans, minus sales of the tobacco collateral 
equals a net loss of $52 million to the taxpayers. That is twelve hundredths 
of one percent of the cost of all farm commodity price support operations. 

In a fair appraisal, one must add to this the government's annual administra- 
tive costs — for example, $5.6 million in 1977 for tobacco — chiefly for inspection 
and market news services. This annual expense varies downward, of course, for 
earlier, pre-inflation years. 

$52 million, plus administrative expenses, in 44 years. 

During those 44 years, purchases of tobacco products paid the U.S. Treasury 
more than $68 billion in excises such as the current federal tax of eight cents 
on each package of cigarettes. They provided state governments with an additional 
$46 bilUon. 

So there is no tobacco "subsidy." Considering then the price stabilization- 
production control program of the government (to give it its lengthy but proper 
label) , what are its implications for the nation's health? 

Critics of the program see it as helping to make tobacco products more easily 
and widely available on the consumer market. In their opinion, tobacco is a 
detriment to the health of Americans, and therefore the program is, too. But 
these critics appear to ignore the essential facts : 

1. The program is intended to and does keep tobacco leaf prices higher than they 
would be without it. 

2. The program is intended to and does keep tobacco supplies lower than they 
would be without it. 

If the Congress were to repeal the program, as these critics have suggested, 
considerably increased acreage could be devoted to tobacco farming. The restric- 
tive quotas would be gone. They would be a larger tobacco supply entering the 
commercial market. 
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beraoae I thhi zt's t^tt bnprmtxni for iht OsE^rtas lo kwiPir li^ »- 
partM^ee of ir.Mixrj. 

Mr. CutT. We baT-* Lcsri az>l I bav? •amrd ibe fot^awfit bj xbe 
prpss irb5f?3 TodScaied xLaz ti^ irjts a cJoj^-^DdBi bfairTc^. W<^ :^aai»M' 

relates to e*!?Qoc«^ w^eD-teiar. So I xhiri miii lie iiMiT^fi:^ m^Tl 
hare todaj and tc«xirrryir w^ migju b? ia a poiskxit: ro htliafef^ iw 
testiiixicT so 2t least v^ wiU bare a bear^^s^ aiid aa raEa! ^bave cJ 
the te£ti««T when this legislation cwDes— ai>d 3» do«H rt miH ia tie 
next session of C^mgr^ss, 

Senator Fc«d. Thank too very much. 

I intiodnned two of the staff mecihns tliis SKKiuztsr and I wssri 
two €«tlief& Mary M^Aoliffe is here repredcntins- 1^ Msiinitice ^<aJL 
Slie% a L^tnisTilJe native and« Marj. wi9 txiv siaad ^ and let t&ese 
pe<^)le see Toa ? And the ronns^ lady who is doensr afl tfce wv*t: iiei^ in 
front of US. I don^ know how ^le does it« hot ^ae is Xancr GSntscm. 
Stere HallowaT is the other indiv^ual who is ijei^ frtHn *i«if and 
1i0^ the fdknr smokuig the pipe with the whi^Hs. He is from 
Wisoonsin. 

The next pai^tel will be the tobacco dealer?: T. A. Xompn, i»i^deiit« 
Barley Ijeaf Dealers ABSoeiatkm: and Alex Puker. Firker Toltt«xxi 
Cou llarysiille. Ky. 

8ZAXEHER OF T. A. VOEYELL. FSESEIIER. BUUST I£AF 
BEALEIS ASBOdATIOV, LEZDmOK. KT. 

Mr. KoBTELLw Senator. I am T^m XorreD. I am pnsidnt of the 
Bnrl^ Leaf Tobacco Dealers Assodation. I am hoe refMvsentii^ 
the 21 leaf tobacco dealer companies that are membeis of the Bnrier 
Leaf Tobacco Dealers Aagocialion. 
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Rather than limit my remarks to just the merits of S. 3118, 1 would 
father attempt to address the apparent lack of consideration that ele- 
ments of the Senate appear to have for an industry that offers the 
American society much in the way of employment, tax revenues, and 
public enjoyment. This bill, S. 3118, is just one effort among many 
m an attempt to destroy the tobacco industry and tlie benefits it pro- 
vides. I am sure that other witnesses will provide the committee greater 
detail, but it is my understanding that the U.S. tobacco industry 
provides in excess of $6 billion in tax revenues to the various govern- 
mental agencies to which it must contribute. Further, I understand 
that it provides income for 1 million persons involved in the farm 

{>roduction of tobacco and created tobacco farm income of $2.3 billion 
ast year. Also, some 41,000 persons with wages totaling more than $621 
million were employed by the U.S. manufacturing companies. This 
employment and creation of tax revenues deserves just consideration 
when any attempt at legislation that interferes with industry success 
is presented. 

The area of our industry that I am here representing today is the 
role of the hurley leaf dealer. The leaf dealers are service-oriented 
businesses that offer their abilities and facilities to the United States 
and foreign manufacturing industry in several different areas. One 
large area of endeavor is that of servicin,g the leaf tobacco exports of 
this country to the consuming areas of the world. Total unmanufac- 
tured exports of all tobacco types from this country amounted to $1.2 
billion in the year just ending. 

In conjunction with manufactured exports, tobacco provided a much 
needed $1.36 billion favorable contribution to the Nation's balance 
of payments. 

Of particular interest and pride to our association, hurley exports 
have grown in recent years to where unmanufactured hurley exports 
amounted to approximately 83.4 million pounds processed weight. The 
majority of this business was conducted through the member firms of 
our association. In providing the facilities and personnel to purchase, 
process, store, and ship these exports, the hurley dealers also provide 
the local producing community with the economic benefits of capital 
investment in factories and equipment and employment for a sizable 
segment of the immediate area. To illustrate, members of our associa- 
tion have five operating facilities within the State of Kentuclg^ that 
represent estimated capital investment in excess of $12 million and 
provide full-time employment for a minimum of 500 persons and 
seasonal employment for an additional 2,000. The total wages and 
compensation paid by these Kentucky firms is in excess of $8 million 
each year. 

To further illustrate, within the city of today's meeting, three bur- 
ley dealer firms have facilities with capital investment of greater than 
$7 million and annual payrolls and other compensation in excess of 
$4 million. 

Also, our association has members located in other tobacco-produc- 
ing States and by transporting the hurley tobacco they purchase to 
these facilities carrv the economic benefits to those areas. In particular, 
the States of North Carolina and Virginia have several large dealer 
facilities to conduct the even larger flue-cured exports of that area and 
some hurley is moved to these facilities for processing. 
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The above benefits to the burley-producing area I have mentioned 
and the even greater benefits provided by other industry segments 
must be defended from those who attempt to gain political popularity 
by their shortsighted attempts to destroy a vital national industry. 
Senate bill 3118 deserves defeat and I trust that the wisdom and 
ability of this committee will serve that end. 

Thanking you for allowing my visit and the opportunity to present 
the burley dealers portion of the economic impact of the U.S. tobacco 
industry. 

Senator Ford. Thank you very much, Tom, for your statement 

Alex, would you go ahead with your statement now ? I'll have some 
questions for both of you, I think. 

STATEMEirr OF ALEX FAKKEB, CHATKMAN, FAEKEB TOBACCO CO., 

MAYSVUIE, KY. 

Mr. Parker. Thank you, Senator Ford. 

Members of the committee, my name is Alex Parker. I am chairman 
of Parker Tobacco Co., Inc. of Maysville, Ky. Mj company has been 
involved with production, purchasing, processing, and selling of 
tobaccos, mainly Kentucky burley tobacco, since 1932. We operate 
worldwide. 

I am speaking here today as an individual, a resident of Kentucky 
and a citizen of the United States. 

Burley tobacco is the main agriculture cash crop of Kentucky. It 
has been and hopefully shall continue to be. There is a demand on a 
continued steady upward scale for burley tobacco on a worldwide basis. 
I know this for a lact because one of our organizations is constantly 
circulating around the ^lobe keeping in close touch with the market- 
place. The 600 to 625 million pounds of U.S. burley produced every 
year amounts to 5 percent of the world production of all tobaccos. 

Any detrimental force to curtail the production of Kentucky burley, 
whether by law or taxation, would be a major financial blow to the 
many growers, their families and the overall economy of Kentucky. 
The domino effect would be disastrous. 

Tobacco is the third largest source of revenue to the U.S. Govern- 
ment. Income taxes and petroleum are the only two ahead of it. The 
U.S. Government receives between 13 and 15 times as much in revenue 
per acre of tobacco as does the grower, netwise. As hard up as the U.S. 
Government is for revenue and with its fantastic deficit financial — 
welfare state — ^programs, it is really quite idiotic to try to comprehend 
their logic and reasoning to cut out completely the golden revenue from 
tobacco products. 

Earlier in this century we had prohibition of liquor and it was 
chaotic. This same thing would happen with tobacco. The "peddlers" 
are standing bj licking their chops waiting to get the nationwide 
smuggling busmess gomg. When they get in, there will be not a 
farthing for Uncle Sam. By adding additional taxes the net result 
will mean less revenue. New York State already has experienced this 
situation. Smuggling of cigarettes all over the world has become a 
tremendous business and the reason is the same as S. 3118 intends; 
excesive taxation and restrictions bring on cheaper illej sales of 
cigarettes. For example, the present day flow of marih ''oming 
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into the United States from Colombia and other places. The U.S. 
Government agents are apprehending only between 1 and 2 percent 
of the total amount of marihuana enroute to its destination. This 
marihuana group will be handling the cigarettes also. 

To look further into this matter and to get down to the basics — ^my^ 
concern deepens. I am talking about the Constitution of the United. 
States and my individual rights as a citizen of this coimtry. The right 
that I hold most dearly is "the freedom of choice." S. 3118, like so naany^ 
bills being presented today, is abusing and restricting my option to 
choose. I resent it terribly. I do understand and have sadly watched 
the decay of free enterprise slipping into collectivism. This transition 
has been directly proportional to the expanding growth of the U.S. 
Government bureaucracy. It is also quite obvious that this bureaucracy^ 
is a cancer and will finally destroy every freedom we possess. The 
House and Senate are really in the same position as we individuals and 
are merely used for the benefit of the bureauracy as they see fit. 

I resent paying exorbitant taxes to finance Government agencies 
and programs that are sinister, wasteful and fraudulent while at the 
same time delivering us all into a '*one-world society" that reeks of 
Marxism and mediocrity. For instance, the present GSA scandaL 
which would amount to more than $500 million and the $20 billion of 
waste per year in the HEW budget of $182 billion. What will turn uj> 
in all the other agencies will be unbelievable. In essence, this makes 
the Kentucky burley tobacco industry absolute slaves to the whims of 
the free spending bureaucracy. 

The deficit financing of our enormous bureaucracy will run in th^ 
red this year approximately $50 billion. This is the reason for th& 
complete lack of confidence in the dollar by the rest of the world. This 
is why every dollar that I have generated over the past 30 years has 
been devalued in excess of 40 percent within the last 16 months. I anx 
not only resentful — I am damn mad. 

With the presentation of S. 3118, the nine Senators have beamed iix 
on one particular industry — ^tobacco. Ultimately they plan to destroy 
this industry. If this is allowed to happen, the economy of Kentucky 
and five other States will be put in serious jeopardy. 

Water seeks its level in life and the answer is moderation whether 
it is eating, drinking, exercising, smoking, or what have you. Each 
individual will have to adjust accordingly so as not to abuse his or her 
own physical, mental or spiritual presence. 

Senator Ford. Thank you, Alex. I appreciate this very fine state- 
ment and I agree with many things you said relating to waste, and 
maybe we can begin to turn these things around. Once the wheel starts 
turning it's awfully hard to stop it and once we stop it its' hard to get 
it started, too. 

Tom, how does export of tobacco aflfect the Kentucky economy? 

Mr. NoRVELL. The bottom line, as I mentioned in my testimony, for 
the country as a whole is the $1.36 favorable contribution to the bal- 
ance of payments. I'm sure you have heard that today. Many witnesses 
have testified as to the effect it has to the local economy through farm 
employment. I have attempted in my statement to present to you the 
employment advantages that go with our particular part of it. The 
dealers have sizable organizations and facilities themselves and then 
also, other than that, the contractors and other businesses that we deal 
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with, such as the trucking industry and all the fuel and supplies that 
our business requires, agam just adds to this rippling effect that's been 
mentioned here. 

Senator Ford. Alex, in your statement you say that you have been 
involved with the production, purchasing, processing, and selling of 
tobacco, mainly Kentucky buriey tobacco, since 1932. How much 
effect, in your opinion, would exports have on the income to Kentucky 
farmers? I'm trying to get it down to Kentucky now. I know we're 
looking at the broad area of tobacco sales, but how effective is it for 
Kentucky as it relates to exports ? Do you have anv idea? I don't think 
we have received that testimony today and I'd like to get it. I know 
the total, but I'd like to have it for Kentucky. We're running a $1.4 
balance of payments. 

Mr. Parker. Right. We have a plus balance but I think the impor- 
tant thing about the tobacco that's grown for export is that most of 
your foreign purchasers are buying high quality tobacco and when 
they come into the marketplace here in Kentucky and they put their 
demand in, which is upward to 100 million pounds out of the 600 mil- 
lion, when they come m and put the pressure on the market, this gen- 
erates more money. There's more money spent for tobacco. So it puts 
a plus pressure and more competition into our auction system. 

Senator Ford. Are you saying that they come to Kentuc% to buy 
our product because of its superior quality? 

Mr. Parker. That's the No. 1 reason ; yes. 

Senator Ford. And they come in to purchase approximately what — 
one-sixth ? 

ifr. Parker. One-sixth. 

Senator Ford. One-sixth of the production of burlev tobacco in the 
State? ^ 

Mr. XoRVEix. And that's growing. Senator, each year. 

Senator Ford. I was here when they would come in and buy 5 to 15 
million pounds and we thought that was pretty good. It did' have an 
effect on the market when they came in at 5 and 15 million pounds. If 
they]re coming in at 100 million pounds, it really is placing an eco- 
nomic impact on the upward trend as it relates to sales and income to 
Kentucky ; is that correct ? 

Mr. Xorveix. The increasing popularity around the world of the 
IT.S. blended-type cigarette is helping us tremendously in moving our 
tobacco production. Even though in some cases it's more highly priced 
than others it is helping us to move it into these consuming areas. 

Senator Ford. Because of the quality ? 

Mr. Xorvelx^. Because of the quality. 

Senator Fokd. Maysville is the second or third largest tobacco 
market ? 

Mr. Parker. Second. 

Senator Ford. I was close. How many pounds of hurley is moved 
throu^i^h the Maysville market during the season ? 

Mr. Parker. Maysville averages about 33 to 35 million pounds. 

Senator Ford. That's an income of roughly what, ^ milliwi, to the 
farmer through that market ? 

Mr. P>RKER. That's $i5 to $50 million, plus the amount of pe<^Ie 
who are working there in the warehouses and in the factories. 

Senator Fom). But that income would go to the farmer and those 
who purchase it would put it into the product like you, then it w< Id 
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be spending that money to make a profit off of the crop that's pro- 
duced by the farmer by turning it mto cigarettes and other related 
items. So it does have a rippling effect, in addition to that. 

Mr. Parker. Right. Everybody that handles it tries to make a little 
something on the way up. 

Senator^ Ford. I imderstand. Do you believe that it turns over five 
times in a community ; it's 5 to 1 ? 

Mr. Parker. I think so, yes. 

Senator Ford. You think that is right ? 

Mr. Parker. Yes. 

Senator Ford. What would happen to Maysville if no more tobacco 
would be sold ? 

Mr. Parker. I think it would be a tremendous shock to them. We 
raise about 8 million pounds in the county and every grower there 
raises tobacco. I would say every farm family there is involved in the 
production of tobacco. 

Senator Ford. I was surprised when the Governor testified this 
morning that Pulaski County was one of the counties he spotlighted — 
that, as you know, is down in southeastern Kentucky and I wouldn't 
think of it as a tobacco growing county as such if you just look at a 
map. You think more of the I^xington-central Kentucky area, but 
they had over 4,000 allotments in that one county. So it indicates how 
important tobacco is not only to this region but throughout the State. 

I think both of you have made excellent statements. I have no fur- 
ther questions. In fact, I was trying to grope for some. I always feel I 
ought to pull some out. If you have anything additional you would 
like to say before we close oil, I'm perfectly willing to listen. If not, I 
want to thank you for coming today and I assure you that your testi- 
mony will reach Washington and hopefully we will make some in- 
roads with it. I think you will be proud of taking time out today to 
come and testify so we can get it in the record. We thank you both. 

Senator Ford. The next panel will be the bankers and we would 
like to hear from W. B. Collins, Bank of Maysville; and W. M. Ellis, 
executive vice president. Bank of Commerce and Trust Co., Lexington. 

Mr. Ellis, would you like to start off with your testimony and if you 
want to just hit the highlights that's fine. 

STATEMEirr OF W. M. ELLIS, EXECUTIVE VICE PRESIDENT, BAHK 
OF COMMERCE & TRUST CO., LEXINGTON, ET. 

Mr. Ellis. Thank you, Senator. 

T am W. M. Ellis, executive vice president of the Bank of Commerce 
& Trust Co. and also a tobacco producer. 

Thank you for this opportunity to appear before this committee on 
behalf of the tobacco growers in the State of Kentucky and on behalf 
of all Kentuckians. I say all Kentuckians because most all of our 
people either directly or indirectly depend on income produced by 
tobacco in one way or another. 

I am informed that 118 of our 120 counties raise tobacco and a total 
of 144,741 farms had tobacco allotments which produced income to the 
farm owners and also a tenant if the owner did not raise the farms' 
tobacco ; 225,000 to 800,000 of our people participated in the growing 
of our three types of tobacco. To show that these people believe in 
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raising tobacco and in Uie tobacco program tbey have voted approxi- 
mately 95 percent in favor of the program every time we have had a 
tobacco re:rerendmn. 

I well remember when Edward Breathitt ran for Governor in 1962. 
He promised agricultural leaders that he would work for $1 billion 
agricultural income for the State of Kentucky. About this time I was 
in Iowa and read that they had produced 986 million bushels of com. 
It was easj' to see that with com selling at $1.15 and $1.20 per bushel 
that with com alone they had well over $1 billion agricultund income. 
I understand we hit the oillion mark in the year 1971 for all our affri- 
cultural products with tobacco contributing about 45 percent of this 
total. For the year 1977 the total of all our agricultural products was 
between 1.8 and 1.9 billion with burley tobacco producing 539,376,034 
of this total. 

I think by the figures I have quoted it is readily apparent that 
tobacco means so much to our people that it would be hard to predict 
how heavily Kentuckians would be hurt without a tobacco program. 
Farm loans for owners and farm tenants would be hard to come by and 
in many cases loans would be nonexistent to farmers because the 
bankers would not be able to see how they could be serviced. 

It is hard to estimate how much farm values would drop, but I think 
it would be safe to say by at least 25 to 30 percent. 

I believe that I would be safe in saying that almost every type of 
business in our State would be affected by any legislation passed that 
would hurt our tobacco program. All of our banks from the largest 
to the smallest would suffer much from such legislation. I have tried 
io establish how the growers and many others depend on the revenue 
produced by tobacco, but so did our National Government, our State 
government and also local government, to the tune of $6.6 billion for 
the year 1976. 

With all the facts I have tried to point out and all the other witnesses 
today, may I humbly suggest that our Congress and our Health, Edu- 
cation, and Welfare Department join with other branches of our 
Federal Government and with State governments to do the necessarv 
research to produce a safe cigarette for our American people as well 
as those to whom we sell in foreign countries. 

In cooperation with our great universities and their research de- 
partments, both on a National and State level, diould be able to produce 
a safe cigarette. We are reminded constantly that our imports are 
exceeding our exports. It seems it would be foolish to do anything to 
hinder the sale of tobacco to foreign countries. 

Kentucky without tobacco would be like Iowa without com, 
Nebraska without wheat, Georgia without peanuts, and Florida with- 
out oranges. 

We cannot stop people from smoking but we can produce a safer 
cigarette. 
Thank you for the opportunity to testify before this committee. 
Senator Ford. I think I'm going to steal a statement from you in some 
of my speeches. I like that very much. 
Mr. Ellis. Thank you. 

Senator Ford. Mr. Collins, do you want to give your statement now ! 
.Ill have a question or two for each of you. 
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STATEMEST OF W. B. COLLINS, BAITS: OF MATSVILLE, 
MATSVnXE, ET. 

Mr. Collins. Mr. Chairman, I am W. B. Collins of the Bank of 
Maysville, Maysville, Ky. I was raised on a small general crop and 
livestock farm which included cash crop hurley tobacco. I attended the 
University of Kentucky and obtained a B.S. in agriculture, and 
finally a M.S. in agriculture economics. I worked as county ajgricultural 
agent for 39 years. This included a great deal of work with tobacco 
farmers and other tobacco interests. I now work with the farm depart- 
ment of the Bank of Maysville. 

In considering S. 3118, which I have read carefully several times, I 
will not try to quote statistics on tobacco as national, international, or 
even statewide economic impact of this bill. I'm sure you will, from 
other sources, have this type of information. Rather, I would like to 
give a little picture of the area I know very well. 

One of our national leaders in the early days of this republic said, 
"The power to tax is the power to destroy." It seems to me S. 3118 was 
conceived in that vein. 

This is enough philosophical talk. Now for a couple of facts in rela- 
tion to S. 3118 : 

The average size farm in my area is about 130 acres. They produce 
crops and livestock and hurley tobacco. The tobacco is about 2 percent 
of the land, 50 percent of the labor, but produces from 50 to 60 percent 
of gross farm income. 

To replace this gross income for 130 acre farm it would take about 
50 acres of corn, or 45 acres of soybeans, or 80 beef cows, or 160 sheep. 

Anyone who knows the nature of our rolling land would say if we 
tried this on 130 acres it would not be long until our top soil would be 
in the Gulf of Mexico. 

A second angle of the idea of using alternate farm income is that the 
farmer would not be fully employed. I tried to project farming in this 
area without tobacco and came to the conclusion that 40 percent of our 
farmers would have to quit farming. When he and his family moved 
to town they are apt to be on the low side of the economic ladder, maybe 
even unemployed. I don't want to see this. 

A third angle of economic impact of loss of tobacco is the business 
in all our communities. I do not know how to estimate this, but it would 
be a large dollar figure. The chamber of commerce says one new dollar 
is multiplied six or seven times by the time it completes business. The 
gross tol3acco income to farmers in our county. Mason County, Ky., is 
about $10 million. Using chamber of commerce figures in reverse, this 
is $60 million impact per year loss in one county. 

There are 650 to 700 counties in the United States raising tobacco. 
Mason County is 2% times the average county in tobacco production. 
Using the above reverse figures of chamber of commerce, tobacco has a 
$13 billion impact on national economy. 

Mr. Chairman, you could take the 2 billion pounds of tobacco pro- 
duced in the United States and project them forward and get another 
large money figure; but either or both would be important in consider- 
ing S. 3118. 

As you can see, my main concern is farm families I know and work 
with every day. As a banker, I am also deeply concerned about people 
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who serve farmers and do business with farmers. In considering the 
economic impact of all the items I have mentioned, S. 3118 is 100 per- 
cent negative. 

, Senator Ford. Thank you, Mr. Collins, for that fine statement. 

Mr. Ellis, let me ask you this. You come from a large conmiunity — 
and I'll ask Mr. Collins the same question — how important is the 
tobacco base on a farm when you're considering loaning a farmer some 
money? 

Mr. Ellis. I think probably the $3 per pound is really low. Over the 
past 4 years I think we have seen cattle in the worst situation I've ever 
seen it. If it hadn't been for the tobacco program some of the cattle 
people could not live. They would have sold their farm. So I really 
tkink $3 per pound is low when you start appraising the value of a 
farm. I think it's probably more than that. 

Senator Ford. Mr. Collins, you stated it pretty well but I want you 
to reiterate to me about the small family farmer in Mason County. Is 
that an average acreage, about 130 ? 

Mr. Collins. Average size of f amu 

Senator Ford. Average size of farm is about 130 acres? 

Mr. Collins. That's correct. 

Senator Ford. If you have sheep I think you said to replace gross 
income from a 130-acre farm, it would take about 80 sheep, 50 acres of 
com, 80 beef cows. Well, com at what price? We don't really know. 

Mr. Collins. $2 a bushel. 

Senator Ford. At $2 a bushel. All right ; 80 beef cows at what price? 

Mr. Collins. Last year's price, not this year's. 

Senator Ford. At last year's price. OK. What was last year's price? 

Mr. Colons. For the cattleman, 30 to 35 cents. 

Senator Ford. And if you had 160 sheep on 130 acres, how long would 
it last? 

Mr. Collins. Whenever grass gets that high [indicating], they want 
it. 

Senator Ford. So it wouldn't last very long ; would it ? 

Mr. Collins. Xo : it wouldn't. 

Senator Ford. How much ground would you need per sheep? 

Mr. Collins. Well, sheep unit is figured five head and you need 2.5 
acres per unit, so 1 acre or a little less per head. 

• Senator Ford. So there's no way you could put 160 sheep on 130 acres 
and make a go of it. ? 

Mr. Collins. Xo. 

Senator Ford. So what we're trying to do is look at alternate crops. 
Do you have any idea what an alternate crop might be to replace 
tobacco ? 

Mr. Collins Well, I've thought about trying to depend on that, and 
the ones we have tried have been disastrous. 

Senator Ford. I don't know of anything. And when you say it de- 
pends on the price, if you take tobacco out and everybody starts raising 
sheep, the price of sheep is going down. Wouldn't that be right? 

Mr. Collins. It might be true. 

Senator Ford. And the land in your area is not conducive for soy- 
beans or corn : is it ? 

Mr. Collins. Only a small percent. If you use SCSS figures, only 45 
percent of our land, of that 130 acres, is crop land. 
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Senator Ford. So really there's just no way you can take the income 
from tobacco and the small percentage of land and be able to substi- 
tute it for another crop in almost any location in this state ? 

Mr. Collins. I don't know where. There isn't any question that a 
lar^e group of them would have to quit. 

Senator Ford. We had testimony I think from the Department of 
Agriculture this morning, Mr. Ellis, that said as we go to a 25-cent 
tax per pack of cigarettes that that would reduce the need for burley 
tobacco about 30 percent and that would eat into the income of just the 
farmer of somewnere around $175 million annually. What would that 
do to the farming conununity in and around this area and contiguous 
counties ? 

Mr. Ellis. Well, I a^ee with Mr. Collins. A lot of farmers would 
have to stop farming. They would have to move to town and the only 
way theVe existed the last 3 or 4 years, with the cattle business the 
way it is, was the tobacco crop. It hurt them tremendously. This wouli 
hurt them. 

Senator Ford. Do you agree with Mr. Collins' statement that they 
would come to town on the low inconne side and possibly welfare? 

Mr. Ellis. I think they would have to because most of them are nofi- 
skilled. 

Senator Ford. Let me ask you this, Mr. Ellis. I think there was som^ 
testimony this morning about several thousand banks — ^like 14,000^ 
banks — about half of those are small community banks. If tobacco wasP 
reduced 30 percent, what would this do to the banking community ? 

Mr. Ellis. Well, it would immediately, I would think, reduce our^ 
deposits by 30 percent. It would reduce our loans possibly 20 percent^ 
So it would, in effect, reduce our income because the loss of the tobacco^ 
as some of the witnesses have testified, affects every facet of our econ— 
omy and every business. As the man from Shelby said, he can hardly^ 
think of a business that it didn't affect one way or another. I tried t(^ 
think of some and I don't know that I can come up with anj business 
that in some way or other would not be affected if we didn't rais^ 
tobacco. 

Senator Ford. So not only is it a financial problem if it was elimi- 
nated ; but it's a way of life.'lt^ something we know. It's handed down 
from generation to generation with improvements. The agent goes 
out and gives a little advice on this year compared to last year and 
improves their ability to raise it. And t think the thread that's running 
tlirough here is that the rippling effect of the loss of tobacco is going 
to bf» economically a traumatic experience. 
Mr. Ellis. It would be almost chaotic. 

Senator Ford. Gentlemen, I'm grateful to vou for your testimony 
and I appreciate you being here today and 1 asfsure you that your 
testimonv will be carried forward. If vou think of anything that you 
would like to let us know of, we would be glad to take it. 

Mr. Collins. With recspect to my statement about tobacco farmers 
Zoning to town — ^tobacco farmers are specialists and as Mr, Parker tes- 
tified, American tobacco is wanted all over the world and that's bec4iuse 
tobacco farmers are specialists. When he moves to town he's a non- 
specialist. 
Senator Ford. There's no specialty for growing tobacco in town? 
Mr. Collins. Not that I know of. 
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Senator Ford. And not that I Iqiow of either. When I moved to 
town they didn't raise any there. 
Thank you, gentlemen, very much. .^ ^ i ^ 

Our next panel will be Kenneth Frith, Kentuctjr Fertilizer & Agri- 
cultural Chemicals Association from here in liexmgton; Mr. Barney 
Tucker, preadent, Burley Belt Chemical Co.? l^exington; and John 
Henderson, regional manager, Southern States Coonerative, Lexing- 
ton. If you three gentlemen will come forward we will hear your testi- 
mony and get into some of the questions. 

STATEMEKT OF BAEHEY TTJCKEE, PBESIDEFr, BUBIET BEIT 
CHEMICAL CO., LEXINGTOlf, KY. 

Mr. Tucker. Thank you, Senator. 

I am Barnev A. Tucker, an associate in a burley tobacco warehouse 
operation in iondon, Ky. ; an executive officer oi a Lexington-based 
fertilizer manufacturer and distributor serving a five-State area. I 
have served as a director of a national bank in Xondon; have been a 
member and chairman of the Cincinnati Federal Eeserve Board ; have 
been a naember and committee chairman of a Kentucky Grovemor^s 
council on agriculture and a past president of the Kentucky State 
Chamber of Gonmierce. 

I am here today to oppose S. 3118, and to strongly urge the rejec- 
tion of this, or any other measure which similarly proposes to further 
erode the social, personal, and economic liberties of any group of hard- 
working, law-abiding, tax-paying American citizens. 

The damaging impact this bill will have on the economy of a wide 
area of our country is well documented by others who have or will ap- 
pear before you, and I subscribe wholly to their conclusions. But there 
also are other objections to this proposal which, if you will permit, I 
would like to discuss. 

All of us were led to believe that legislation adopted in the 1960's 
vrould forever end segregation among the good, solid citizens of our 
country, but under this bill we find such would not be true, since it not 
only would prohibit any smoking in some public-owned areas, but also 
would require segregation of smokers from nonsmokei's in othei-s. My 
standing in line at the stamp window of the post office with a li^lited 
cigarette or cigar or pipe in my hand would be no more offensive to 
the average citizen than if I were there unbatlied, or after imbibing 
one too many scotch and soda, or with a head cold and runny nose. 

This bill is so inconsistent. Just look at the irony of the same Con- 
gress that passed the Humphrey-Hawkins full employment bill also 
proposing this measure which would jeopardize the jobs and liveliliood 
of literally tens of thousands of workers on America's farms and the 
many phases of the tobacco industry. And the same Congress that has 
been seeking ways to reduce taxes and reduce expenditures proposing 
this bill which would call for still more taxes and still more spend- 
ing — ^$90 million to begin with, right off the top, not including untold 
more millions in administrative and enforcement costs; and with it 
all add still more to our evergrowing, evermore mostly and evermore 
unmanageable bureaucracy. 

As all of you ladies and gentlemen should know, Government spend- 
ing accounted for about 11 percent of our gross national pr 
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1940. Today this figure is approximately 38 percent and at the present 
rate of growth will reach 60 percent by the year 2000. We are mortgag- 
ing the future of our children. 

I am a retired Army Reserve officer who first as a civilian draftee 
and second as a reservist answered the call to do my bit to help protect 
and insure a freedom of choice for my children and yours, as well as 
generations of Americans yet unborn. Our foref atehrs did it for us. 
Should we do less for them? 

This bill proposes to restrict the smoking of cigarettes, cigars, or 
pipes in certain areas, so in that respect it attempts to lump all three 
users of tobacco as fellow felons. But it would be interesting to know 
the reasoning of the authors of the bill in their so obvious elimination 
of cigars and pipe tobaccos from the tax and labeling provisions of the 
act. 

Now I am not going to bore you gentlemen with a long rebuttal to 
the argument that all smoking is harmful, but I would like to make a 
very brief comment in that respect. In spite of the fact that billions of 
cigarettes, cigars, and pipes of tobacco are consumed in this country 
every year, it still is true that life expectancy in this Nation is increas- 
ing. In other words, in spite of all this so-called fatal danger from 
smoking, Americans are living longer and staying healthier than ever 
before in history. Also, it is undeniably true that the areas of this 
country that have the highest incident of cancer are not — and I re- 
peat — are not those with the highest rate of smoking. 

Government must put a stop to this eternal and infernal meddling 
into all the social and economic activities of the American people. Our 
health, our standard of living and our way of life are the envy of other 
peoples all over the world. And Congresses and State legislatures must 
stop messing with them. I have enough confidence in the "smarts" of 
the American people to recognize that they do not need the guiding 
hand of a benevolent but dooms-day-minded government on their 
shoulders throughout their lives. 

Americans of all walks of life know that the excessive use of sweet- 
ners, excessive use of animal fats, excessive use of alcoholic beverages, 
excessive use of insecticides, and, yes, even the excessive use of tobacco, 
may be harmful to their health. But the;v^ also know that excessive gov- 
ernment can be equally harmful to their life, their liberty and their 
pursuit of happiness. 

If the Congress cannot devote more of its time and energy to correct- 
ing the real ills of our country the citizenry will set a new direction. I 
firmly believe there will be many more "proposition 13's" that will go 
far beyond local tax issues. 

S. 3118 is yet another tax proposal. We, the people, are sick and tired 
of working our hearts out to send money to Washington, only to see it 
given away and otherwise disappear through waste, graft, mismanage- 
ment, and milktoast programs. 

I urgently ask for a quick and determined rejections of this and other 
similar legislation, and I think you for this opportunity to express 
myself. I am sincerelj grateful. 

Senator Ford. I think you expressed yourself very well. 
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STATEMEKT OP KESSEHL FRITH, EX-OEPICIO PRESIDEHT, KEH- 
TUCKY FEBTHIZEE & AOEICULTIRLAL CHEMICALS ASSOCIATION 
INC., LEXINGTON, KY. 

Mr Fkith. I am Kenneth Frith, ex-officio president of Kentucky 
Fertilizer & Agricultural Chemical Association, Inc. 

Mr. Chairman and members of the committee : I want to express my 
thanks and do appreciate the in\dtation to appear before you to present 
the effect of the taxing provision of the bill will have on the agricul- 
tural chemical and fertilizer business of Kentucky. 

In most farming communities of Kentucky, southern Indiana, Ten- 
nessee, and southern Ohio the whole community depends on the "money 
crop" tobacco. Tobacco subsidizes the other crops. In 1977 the value 
of tobacco at the Kentucky farmer level was $551,847,000. This was 
an average of $121.06 per 100 pounds. This was 46.6 percent of the 
total crop value of Kentucky farmers. Cut the tobacco income with 
added tax of $0.05 per pack to $0.50 per pack you will cause a depres- 
sion to come over this whole area like the big snow we had last winter. 
All business in this area will suffer drastically because the tobacco 
farmer will not be able to buy goods such as tractors, trucks, sprayers, 
TV's, and even food, because his money crop will be gone. 

In Kentucky we have many small tobacco farmers who produce an 
average of just a little over an acre of tobacco per farm, and in Ten- 
nessee the average is 0.5 acre of tobacco per farm. Kentucky has more 
small growers than an other State. For instance, we now have certified 
81,000 farmers to use agricultural chemicals and Tennessee has 56,000. 
These farmers buy from many thousands of dealers who are the back- 
bone of every community. The whole buying power depends on the 
tobacco crop. If this tax is successful, the crop will be curtailed as much 
as 25 to 50 percent. 

Last week, I saw a TV program that said the yearly average per 
capita income in Washington, D.C., was $22,000 — ^the highest of any 
city in the world. A token tax relief was passed recently, and now on 
the other side we feel that the tax you are imposing would bring in far 
more than the tax you lowered. But on the other hand, if we lose our 
farm profit income, then maybe we all will have to move to Washing- 
ton and get some of those high-paying jobs. Don't we really have too 
much concentration of income in W ashington ? 

We, of the fertilizer and agricultural chemical industrv% see many 
thousands of small farmers involved in raising tobacco. The crop is 
not mechanized so the whole family derives income from the crop. 
Quite a few tobacco crops are also raised on weekends by the whole 
family who come home to help their parents out with the crop. The 
highways are jammed with these people on weekends and this, of 
course, helps keep the family knitted together and also affects the econ- 
omy of Kentucky. Kentucky families are extra close, and keep contact 
with each other by working together. 

The income from the tobacco farmer affects the buying capacity of 
the farmer to buy not only agricultural chemicals and fertilizer but all 
other commodities necessary to live in this State. 
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The amount of tobacco raised on a farm detennines a large part of^ 
the real estate value of the farm. Take the tobacco away by passing this 
bill and you will reduce the value of each farm and that also lowers the 
amount of taxes that will be collected. 

This tax bill needs to be defeated, and if it is not, the whole State will 
probably be affected by a depression and most of the businesses directly 
connected or indirectly connected will be out of business. Thank you. 

Senator Ford. Thank you very much. 

STATEMEirr OF JOHN HENDEBSON, BEOIONAL MANAOEB, SOTTTH- 
E£N STATES COOFEBATIVE, INC., lEXINOTON, ET. 

Mr. Henderson. Senator Ford, members of the committee : I am 
John Henderson, regional manager of Southern States Cooperative, 
Inc. Southern States Cooperative and its retail distribution in most 
Kentucky counties is a major supplier of production supplies and serv- 
ices for farmers in Kentucky. These supplies and services include those 
utilized by tobacco farmers. 

These tobacco supplies include fertilizers, agricultural chemicals, 
plant bed supplies, tools, equipment, seed, and others. Through the 
observation of retail store operations and from volume and accounting 
records of these retail stores, we have opportunity to observe the in- 
volvement of Kentucky farmers in the production of tobacco and its 
relationship to the operation of retail farm supply stores. 

While we do not, as an organization, compile records or statistics in- 
volving tobacco production, we are in a position to formulate opinions 
and make observations as to the economic impact of tobacco production 
on farm supply stores. 

Some of these are as follows : 

1. Tobacco provides Kentucky farmers with a cash crop that enables 
them to have flexibility in their cash flow and to take care of financial 
obligations that many farmers cannot provide for otherwise. A high 
percentage of retail account receivables are paid in December and 
January on the sale of the farmers' tobacco crop. 

2. Tobacco production permits a relatively small farmer or part-time 
farmer to be an economically practical unit. Tobacco provides for rela- 
tively high income from small acreage. The small farmer's financial 
welfare is essential to farm supply businesses and others dealing with 
him. 

3. Tobacco production has provided a stabilizing influence on farms 
in Kentucky. The dependability of income from a tobacco crop blends 
with the uncertainty of livestock prices, crop production, and crop 
prices. Farm supply stores depend on the stability of tobacco farming 
in supplying products and services for all farmers. 

4. Heavy investments have been made in land, buildings, and equip- 
ment bv farm supply organizations for the purpose of providingr prod- 
uct and service to tobacco farmers in Kentucky. The effectiveness and 
risk of these investments depends upon continued use by tobacco farm- 
ers of these facilities. 

5. Retail personnel of farm sunplv stores depend on the tobacco 
farmer for their jobs and careers. Without the tobacco farmer, the de- 
mand for service of these employees declines. 
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6. Federal programs that would make tobacco production ineffective 
insofar as an income to the farmer, create hardships not only on the 
farmer, but on the farm supply organizations who provide products 
and services for him. 

7. AMiile retail farm supply stores provide product and services to 
all farmers, the impact of production needs for tobacco determines the 
success or failure of many retail stores located in tobacco production 
areas. 

We would oppose legislation that would have substantial adverse 
economic impact on the tobacco farmers of Kentucky. We feel that the 
Smoking Deterrence Act of 1978 will have an adverse economic impact 
on Kentucky farmers and those who serve them. 

Senator Ford. Thank you very much, John, for an excellent state- 
ment. 

I don't know how to pose this question, but it would be to any one of 
the three of you. AMiat is the ratio of the chemical industry or chemical 
supply business that's necessary for tobacco as it relates to other crops? 
Is it higher or lower? Is there good business in relation to tobacco? I 
don't want to delve into what you all make or lose or that sort of thing, 
but a percentage of the chemical business ? 

Mr. Tucker. As far as fertilizer is concerned, we have nine plants, 
including the river terminal in Ix)uisville, and about 50 percent of 
our Kentucky division is tobacco fertilizer. 

Senator Ford. Wliat about the others ? 

Mr. Frpfh. As far as agricultural chemicals. I'm a pesticide formu- 
lator and distributor. Alx)ut 50 to 60 percent of my business is con- 
nected with tobacco and, of course, I spread out into lOur or five States. 

Senator Ford. What other crops would you furnish chemicals for? 

Mr. FRmr. We furnish chemicals for j^rdens and also for com and 
soybeans and for orchards and those things too — like tomatoes — any- 
thing that's grown. 

Mr. Henderson. We would think in terms of probably statewide 
tobacco users would purchase about 25 j>ercent of their total supplies, 
which varies from a tobacco area, such as central bluegrass, to other 
area?. But generally si>eaking, overall, 25 percent of our business 
would come from tobacxo farming. 

Senator Ford. So you three gentlemen here represent businesses that 
relate to tobacco from about 25 percent of your total up to 60 percent. 
That is a pretty good hunk of the business that you do and if you all 
lose 50 percent or 25 percent or 60 percent of j-our business because 
tobacco would be diluted — say we take 30 percent and we start feel- 
ing the effect of that estimated $175 million at nresent-day prices 
throuofhout the economy — you all would feel that very quickly, 
wouldn't you? 

Mr. Tucker. We would have to close several of our plants. 

iSenator Ford. In order to make it ? 

Mr. TrcKER. Yes. 

Senator Ford. So the economic effect as it relates to your business — 
and you relate to others and you employ people and you have book- 
keepers and so forth and that would have to be reduced — it would have 
a ripplinjo: effect not only from the income to the farmer but to the re- 
lated businesses. 
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Can any of you think of a business that wouldn't have some rela- 
tionship to tobacco ? Is there any business you can say tobacco doesnt 
affect it in some way in this State particularly and those other 
States 

Mr. Tucker. I can't think of anything in this area. 

Senator Ford. I can't either. 1 think we're getting into the legal 
arena — freedom of choice here, Barney. From your two experiences, 
one as being drafted and the other one going into military service in the 
reserves — as you laiow, I have had a little of that myself — ^we think of 
the freedom of choice and the constitutional aspects of it. That's get- 
ting into a pretty meaty question and I don't know whether we would 
win or lose with that question — and I'm not going to ask my legal ex- 
pert here who will be sworn in Friday — ^I'll wait until Friday before I 
ask for that. 

I made this statement earlier and I don't know whether you were 
here. The statement was made on the Senate floor that the rich people 
have yachts to relax on and money to pay the psychiatrists, but the 
others have rocking chairs and cigarettes and now they're trying to 
take cigarettes from us. 

I had a letter recently from a senior citizen in the State of New Yorki 
by the way, and he said : 

They have taken everything else away from me, "Father Time" and the generaV 
public. Now you're going to take my right to go out and buy cigarettes away from^ 
me, so I resent it very much. 

There is an attitude out there of being segregated in business ancfl 
right here in this town in franchise businesses you can go in and they'lM 
say, "Do you want a smoking or nonsmoking area ?" A^d I find there '^ 
usually a waiting line for the smoking area and in the nonsmoking 
areas there are some tables where you could sit down and eat. Hope — 
fully we can make this a little bit more tolerable. 

One of the things that bothers me — and if you all want to make any^ 
kind of comment, go ahead — ^we've got a fight going on now within the^ 
tobacco industry and that fight is in the free and open market as to wh(^ 
can produce the lowest tar and nicotine cigarette. In this morning'^ 
paper there was a full-page advertisement from one of our Kentucky^ 
producers on a new light cigarette which is low in tar and nicotine 
coming out. I think we have that going for us in the free enterprise 
system. 

Those who are opposed to high tar and nicotine cigarettes ought to 
sit back and say "We've got it going and we don't have to do a thing." 
If this bill should go into effect, think of the millions of dollars that 
would go into hiring new bureaucrats and more agencies and more 
"Big Brothers" looking over our shoulder and coming in and auditing 
your books. And what they can't get by legislation, they get by regula- 
tion ; and that's one of the things I see that is awfully hard to correct. 

Mr. Tucker. Senator, it seems to me the bill is very inflationarv, too, 
when you look at the aspect that it says all future construction of Fed- 
eral buildings will be so planned and constructed as to segrefirate the 
smokers and nonsmokers. That has to be costly and that would neces- 
sarily add tremendously to the cost of future buildings. 

Senator Ford. What we have seen — ^the news people from out of 
town who talked to me this morning said that this is a one-sided hear- 
ing. We are just hearing one side of the issue. Well, the other side of 
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the issue has already been heard and ^^^^^^ heard by Senator Ken 
nedy m Washmgton, and I think next t^f^ «>r those of us who have an 
inteirest in the Siture of this State and ^^^ cojmtry, that we 5io„W 
look at the economic impact and also l^%^;^?^lations. 

We will have hearings next month, f^^fPf/' ^7 the wa v, on what re^. 
ulations and new environmental PJ9^^^;^^ ^uioment have cost the 
consumer and how this has fanned innauon in this countrv. I think 
maybe we'll find some right mteresting tesnmony, some right mterest- 
ing facts, and hopfully that will tie into ^^»^^e are j^etting into here 
The entrenched bureaucrats can regulate wnat they ftil to get by leg-' 
islation. They le^late by reflation. 

I'm on your side. I appreciate you all commg very, very much and 
you have made three excellent witnesses. 

This completes the testimony, but I'd like to offer the opportunitv 
to anybody in the auditorium who has not testified if they would like 
to come forward and make a statement. If you would like to do that, I 
would be more than willing to listen to any of you. I want to present 
the opportunity^ to anybody who might be left here today to testify. Is 
there any such individual in the auditorium that would like to make a 
statement as it relates to this legislation ? 

TNo response.] 

Senator Ford. I want to thank the Department of Agriculture here 
for all of their help and Charles Gulley, who's assistant to the dean, 
has just been fantastic. He's done everything from wiring up the mi- 
crophones to bringing us coffee and eveirthing else, and nolxxiy could 
be any more helpful or more congenial than he is and we are just 
pleaseid. And I hope that the staff that's here with us today and my- 
self^ along with Senator Huddleston and others, can take this type of 
testimony back to Washington and use it feeling that we can fight the 
battle with the facts, and I don't think any of those who have gone on 
the emotional side of this issue have any idea what the economic im- 

§act would be to the various States ana the businesses even in their 
tates. 

So this hearing is concluded. We start in the morning at 9 o'clock at 
Western with another group with the same interests as we have today 
and we would be delighted to see you there in the morning. 

[Whereupon, at 2:45 p.m., the hearing was recessed, to be recon- 
vened in Bowling Green, Ky., at 9 a.m. Tuesday, October 24, 1978.] 
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SMOKING DETERRENCE ACT OF 1978 



TXTESDAT, OCTOBEB 24, 1978 

U.S. Senate, 
Committee ox Commerce, Sciexce, axd Traxspcwtatiox, 

suboommtitee for consumers, 

Bowling Green^ Ky. 
The subcommittee met at 9 ajn. in the Downing University Center, 
Western Kentuc^ University, Bowling Green, Ky., Hon. Wendell 
Ford (chairman of the subconmiittee) presiding. 

OFEHDTG STATEMEHT BT SENATOB FOED 

Senator Ford. If I could have your attention for just a moment. 
Those of you who do not have seats and want to take seats, there-s 
no reason to make it look like a Baptist church. The front row is empty, 
you know. 

I want to introduce all of my folks and be sure I don't miss any. 

First, on my left is the newest and prettiest lawyer in the State of 
Kentucky. Shell be sworn in at the court of appeals on Friday. She 
passed her bar. She is from Hickman, Ky., and die's been on my staff 
for 8 years and now she's on the Commerce Committee staff in the con- 
sumer affairs area, and that's Amy Bondurant. Her &ther is a circuit 
jud^ and she cannot practice before him. 

THie young lady on my right is Martha Maloney, who is from New 
Castle. Some members of the le^lature here will remember Martha 
as she was very active and probably the top female as it related to the 
Legislative Research Commission in Kentucky. She's been with my 
personal staff now for a little better than a year and we are very 
pleased and very delighted that she could join us. 

Miry McAuKffe is here somewhere and she's doing a job for me and 
I want to introduce her to this group. She is representing the Com- 
merce Committee. She is from I^uisville and is very active and very 
helpful as it relates to the Commerce Committee staff. 

And Steve Halloway is the only non-Kentuckian, but we are about to 
indoctrinate him. I believe he found out about a brown liquid last 
nisht that was very attractive to him and he's going to take some of 
it back to Washington. Steve Halloway is from Wisconsin. 

And taking every statement that was made yesterday and that will 
be made today is Nancy Gibson, to my right, from Washington. She 
is. our committee hearing stenographer. I don't understand how she 
can hit those keys and come up with what I say, but she's very accurate 
and we're very pleased to have her. Last night she was putting all her 
things toother after the rest of us had called it a day, but she was 
still working and we were very pleased. 

(91) 
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I do want to make an opening statement. I want to also say in the 
beginning that what we are domg here is very, very important, not 
only to Kentucky but to the tobacoo-producing States and to the total 
spectrum as it relates to the financial arena, the economic arena of 
Kentucky and the Nation. 

One individual I did not introduce that I want to introduce — ^he's 
like a little fellow who runs here and there but he always gets the 
job done. He's from Lexington, Ky., and he's my public relations man, 
Mike Euehling. Mike, you were keeping your head down and work- 
ing and I almost missed you. 

I want to thank so many of you for coming to the hearing today. 
I will keep my opening statement brief because the reason we're here 
is to give you the opportunity to tell the Kentucky side of the story 
about the importance of tobacco to the economy of not only this State 
but other parts of the Nation. 

Smoking has been under attack continuously since tobacco was 
first introduced over 400 years ago. The controversy over tobacco con- 
tinues to sinmier, not only in Washington but elsewhere. 

For example, since 1963, at least 30 States 'and the District of Co- 
limibia have enacted laws that ban smoking in certain public places. 
Antismoking restrictions have been imposed in hundreds of local com- 
niunities and airlines are now considering banning smoking froih^all 
conunercial air flights. "- . -- — . 

The most recent controversy over tobacco at the national level has 
centered around the crusade of Health, Education, and Welfare Sec- 
retary Joseph Califano, who has waged virtually a one-man wur on 
tobacco. His request for funds to carry out this campaign were sub- 
stantially cut by key tobacco-State legislators in Congress, Even 
though we have been able to hold Oalif ano at bay for the time being, 
several other attempts were made in the recently concluded 95th Con- 
gress to enact legislation that can only be characterized as punitive 
to the tobacco industry. 

Among the most publicized of these legislative efforts was the bill 
introdu<^ late in the session by Senator Edward Kennedy and it's 
this legislation which is serving as the focal i)oint for these hearings. 
Even though the bill failed to be brought to the Senate for a vote, 
Senator Kennedy or others may reintroduce similar legislation, and 
I expect it to be introduced, including a bill to tax cigarettes on the 
basis of tar and nicotine content. 

Thorough and exhaustive hearings have been held to advunce the 
cause for why this legislation should be enacted and every aspect of 
the health questions surrounding tobacco has. been explored in great 
detail in hearings held by Senator Kennedy. 

Meanwhile, those who oppose sudi 'an approach as the one Senator 
Kennedy proposes have had little opportunity to makiB their views 
known for the record, particularly as they relate to the economic 
repercussions of this legislation. 

The proponents of this legislation do not recognize that tobacco is 
a multibillion dollar business which makes a sizable contribution to 
the American economy. They do not understand that more than 
600,000 farm fa,milies, 90 percent of the small family farms in this 
State alone, derive much of their income from tobacco, and they con- 
tinue to refuse to consider the argument that the sheer economics of 
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this is not a very large income, but it is the maintenance stabilizer 
that enables and encourages the "family farm concept" that is so 
essential to the economy of the entire United States. This income has 
become the mainstay of the small farmer. He can count on that income 
to pay his taxes, insurance, interest, et cetera, thus permitting him 
to hold on to liis family farm. Even small acreage farms can produce 
revenue that enables them to continue to exist. There are many part- 
time farmers who raise tobacco 'and are still highly productive in 
grain, dairy cattle, beet cattle, and produce that feed the families of 
the area. 

Tobacco is grown on 400,000 farms in the United States, including 
all 120 counties of Kentucky, and involves approximately 600,000 
families depending on income from a tobacco crop. Of the total cash 
crop receipts received by Kentucky fanners, 46 percent of that total 
is derived from tobacco. 

Kentucky is the second largest tobacco growing State in terms of 
crop value, with Kentucky farmers receiving over $571 million for 
470 million pounds of tobacco that was produced in 1977. 

The tobacco stabilization program, like other agricultural com- 
modity programs, limits the amount of tobacco grown and sold. This 
insures fair price and stabilizes the supply and demand. The allotment 
program allows farmers to borrow money using their tobacco crop 
as collateral and it is owned and operated by its producer members. 

The provisions proposed in S. 3118 would deal a devastating blow 
to the tobacco industry in Kentucky and to its related industries, thus 
affecting the whole economy of Kentucky. 

Between 1950 and 1960 the attacks against tobacco was at the prod- 
uct — the cigarette. This led to the package warning label, the broad- 
cast advertisement ban, and higher taxes. The attack on tobacco is 
now directed at the users of the product to make them socially un- 
acceptable. 

Jack Hoffman, past president of the American Lung Association 
said: 

Probably the only way we can win a substantial reduction of smoking is if we 
can somehow make it nonacceptable socially. We thought the scare of medical 
statistics and opinions would produce a major reduction. It didn't. 

In the last 3 to 5 years new organizations have sprung up to make 
the use of tobacco socially unacceptable and to modify human be- 
havior. Some of these are: ASH, Action on Smoking and Health; 
FANS, Fresh Air for Non-Smokers; GASP, Group Against Smokers 
and Pollution; SHAME, Society to Humiliate, Aggravate, Mortify 
and Embarrass Smokers, as well as other "Do-Gooder" organizations. 

Fifty years ago such crusaders were aroused by the consumption of 
alcohol. Prohibition was supposed to have saved the Nation, but it 
created more problems than it solved. (This also affected another good 
Kentucky product.) 

In a recent lawsuit seeking to prohibit smoking and the sale of 
cigarettes at the New Orleans Superdome, the antismoking groups 
filing the suit had sought to use the U.S. Constitution as a basis for 
the smoking ban. But Federal District Court Judge Jack M. Gordon 
ruled that — 
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To hold that the first, fifth, ninth or 14th amendments recognized as funda- 
mental the right to be free from cigarette smoke would be to mock the lofty 
purposes of such amendments. 

Dr. Peter Bourne, Special Assistant to the President for Health 

Issues, said : 

Because of the political, social and economic ramifications, it is unrealistic 
for us to suggest a tobacco prohibition as a feasible short-term goal, and that 
campaign would bring into question our own credibility. It is there that we are 
on our weakest ground. While prohibiting use of cigarettes in public places 
would please nonsmokers, it would not necessarily reduce overall cigarette con- 
sumption or reduce the health consequences. 

The report of the advisory committee to the Surgeon Greneral in 
1964 failed to establish a causc-and-etfect relationship l^tween cigarette 
smoking and cancer and other diseases. Many questions remained 
unanswered in the Surgeon (leneral's report, questions that can only 
be answered by research. The tobacco industry is doing its part to help 
resolve the smoking and health controversy. They issue grants with 
no strings attached, except a pledge to apply the money to legitimate 
scientific research. 

S. 3118 which could easily be referred to as "the Calif ano non- 
smokers equal rights legislation" will strengthen his nonsmoking cam- 
paign and encourage the antismoking groups to further secui^e 
Government intervention in the personal preference of 60 million adult 
Americans. This is about 40 percent of the total adult population. 

The American Cancer Society who receives approximately $100 mil- 
lion annually in tax-exempt contributions has diverted $1 million to 
behavioral modification in its Target 5 project which proposes in the 
next 5 years to reduce adult smokers by 25 percent, prohibit advertis- 
ing of brands of cigarettes with half the average tar and nicotine, re- 
quire stronger label warnings on packages and eliminate the Federal 
tobacco support program. The latter proposal would be most detri- 
mental to the tobacco industry and to the tobacco farmer in Kentucky. 

The tobacco industry has a major economic impact on the U.S. econ- 
omy. Tobacco is grown in 22 States and is the fifth largest cash crop. 
Last year consumer expenditures for tobacco products exceeded S16 
billion. The United States is the leading exporter of toba<*co and the 
third largest importer. The result is a positive net contribution of more 
than $1 billion per year to the U.S. balance of payments. 

Federal, State, and local governments realize some $6 billion an- 
nually in direct taxes to tobacco products. This revenue helps provide 
schools, roads, hospitals, and other vital government services. 

Kentucky collected $38,001,870 on cigarettes sold in Kentucky. The 
Federal Government collected $2,279,246,000 on cigarettes in the 
United States. 

Smokers pay these taxes without receiving additional services. In 
addition to the tax and income revenues, Kentucky is the third largest 
tobacco manufacturing State. In 1977 almost 18 percent of the Nation's 
cigarettes were produced in Kentucky, along with one-third of the Na- 
tion's smoking tobncco, half of the chewing tobacco, and about 3 per- 
cent of the cigars. There were 12,287 people employed in tobacco manu- 
facturing in Kentucky in 1977. 

The proposed legislation in S. 3118 is detrimental to not only our 
tobacco industry, which is already over-taxed and burdened ^^ """ny, 
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many governmental regulations, but it would serve no purpose other 
than to destroy the tobacco industry in Kentucky. 

I would urge this committee take these thmgs into consideration 
and reject S. 3118 in its entirety. We feel like it would serve no good 
purpose. 

Thank you, and I would be delighted to answer any questions. 

Senator Ford. Thank you very much. Senator Miller. 

I noticed in your statement, you said the attack led to the package 
warning label. I don't know how many in this room imderstand, but 
S. 3118 would require 10 labels and they would be prescribed by law 
and those labels would have to be comingled — so many packs would 
have one label and another few packs would have another label. So 
that's additional expense not only to the industry but it would be 
passed on to the consumer. 

In your testimony you described tobacco in your district as a main- 
tenance stabilizer and I think you have fully explained the importance 
of the tobacco to the farmer. What would happen to the small business- 
man in your district if the farmer could no longer raise tobacco? 

Mr. Miller. Are you talking about the small farmer? 

Senator Ford. The small businessman. The farmer turns over a 
lot of money. The stores, in my opinion, couldn't open their doors un- 
less they had the Christmas money from tobacco. 

Mr. Miller. All you have to do is live in an area where there's to- 
bacco farming. We look forward to those tobacco checks like some peo- 
ple do to welfare checks. It not only stabilizes that farmer, but it 
stabilizes the small businessman in goods and services that these people 
have to buy. It's sort of like Santa Claus when they come with the to- 
bacco checks. They're going to buy the goods and services that are re- 
quired and this is the one cash crop that they have this extra money 
to buy the few extra things that they need. 

Senator Ford. I know we have other members of the legislature that 
will testify this morning and I look forward to their testimony, but 
you referred to S. 3118 as the "Calif ano nonsmoker's equal rights" 
legislation. What was the opinion of Mr. Califano in the Kentucky 
General Assembly? 

Mr. Miller. On a ranking of 1 to 10, 1 would say he would rank 10. 
There was a resolution introduced by one of my good friends in the 
House asking for his resignation. There was a copy I think that was 
provided for you. The general assembly felt that he was the one in- 
dividual who probably would be most detrimental to the tobacco in- 
dnstiy in Kentucky and we resented this because it is our backbone. 

Senator Ford. Senator, we appreciate your testimony. I won't keep 
you any longer. You have done an excellent job and I appreciate you 
being here this morning and I look forward to working with you very 
closely in the future. 

Mr. Miller. Thank you very much. 

Senator Ford. I want to admonish those people here just a little bit 
this morning. I'm on your side. We have rejected this up to now and 
hopefully we can develop the testimony here that will put us in a posi- 
tion to continue to reject it. 

The next witness is the State Representative Donald Blandford from 
Davis County and Don is chainnan of the house agriculture commit- 
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tee. I think Don has also been on the governmental committee and sev- 
eral others in his tenure in the legislatui'e. 

Don, we are delighted to see you this morning and you can pi*oc( cd 
and then we have some questions for you. 

STATEMEHT OP HOH. DONALD BLAKDFOED, STATE 
BEERESENTATIVE, PHILPOT, KY. 

Mr. Blaxdford. Thank you. I, too, appreciate the opportunity to be 
here and to testify on sometliing that is of vital importance to the 
people of Kentucky. 

My name is Donald Blandford. T am a member of the Kentucky 
House of Representatives and serve as cochairman of the interim joint 
committee on agriculture and natural resources of the Kentucky Gen- 
eral Assembly. I am also a member of the Kentucky Tobacco Re^arch 
Board, which is engaged in very extensive scientic research regaixiing 
smoking and health. Consequently, I am very familiar with the to- 
bacco industry and the problems which it has faced for several years. 

Tobacco is extremely imix)i'tant to the economy of Kentucky. For 
example, the more than $500 million which it brings into the economy 
of the State each vear in the form of cash receij^ts to tobacco gnnvei-s 
constitutes one-third of the total amount of cash receipts from farm 
marketings. Also, more than 250,000 families in Kentucky ai^e in- 
volved in the production of tobacco. 

The adverse economic effects of S. 3118 would be felt throughout 
the economy of Kentucky. But a tremendously adverse effect w^uld l)e 
upon the small tobacco grower. Many tobacco growers in Koniucky 
have very small quotas or allotments of tobacco. About 40 percent of 
all hurley tobacco quotas are less than 2,500 poimds; 85 percent of all 
dark fire-cured tobacco allotments are less than one acre; and alx>ut 
90 percent of all dark air-cured tobacco allotments are loss than one 
acre. The growers of tobacco with these small allotments and quotas 
have small farms and have minimal fann incomes. Any additional 
adverse economic impact upon these farmers would put tliem out of 
tlie farming business. These people generally have little or no training 
QT^ education which would permit them to make a proper transition 
to another vocation. The economic and social impact upon these small 
tobacco growers would be undesirable. 

S. 3118 would authorize the expenditure of revenue received from 
the taxation of cigarettes for the reduction of the mortality rate for 
one or more of the five leading causes of death in each State.*This pro- 
vision is an incentive to non-tobacco growing States to push for the 
passage of the legislation. This takes unfair advantage of the tobacco 
growing States. 

Tobacco increase the value of farmland. Burley tobacco increased 
the assessed value of farmland in Kentucky in 1977 by about $1.2 bil- 
lion, which is about one-twelfth of the total farm real estate value in 
the State. Local governments in Kentucky depend to a great degree 
upon the revenue derived from the taxation of real property. Revenue 
from real proper taxes is a major source of funds for the operation of 
essential local governmental services, especially public schools. Any 
adverse economic impact from S. 3118 on the tobacco industry in Keii- 
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tucky would result in a reduction of services to the citizens in the rural 
areas. 

The tobacco industry has been under continued attack for many 
years. It presently is a vital part of the farm economy in Kentucky. 
But even with the strong influence which the tobacco industry has on 
the farm economy of the State, the net farm income in Kentucky is 
less than $5,000 annually. This annual net farm income is below the 

{)ovei'ty level set by the Federal Government. The tax which this 
egislation imposes on tobacco would further reduce an already subpar 
farm income. I am stron^gly opposed to the legislation and would call 
on your committee to exeil its efforts to defeat tliis imf air legislation. 

Senator Ford. Thank you very much, Don. Tliis is a good statement. 

There's something going on that I wish people would understand. 
The free enterprise system is at work. In that free enterprise system 
you see the major tobacco companies in a fight among themselves to 
have a lower tar and nicotine cigarette. I saw in the statewide news- 
paper yesterday a full-page ad of a new cigarette out now by one of 
the Kentucky producers. It was a light and low tar and nicotine ciga- 
rette, and yet they are still trying to re,gulate a business that is doing 
its job without interference from "Big Brother." 

You mentioned that you serve as a member of the tobacco research 
center as it related to smoking and health. Not many people realize 
that the consumer in Kentuclvy pays a h?Jf a cent a pack of cigarettes, 
which you are very aware of, and we collect roughly $3.5 to $4 million 
it year, which we are putting into research and we are not asking the 
Federal Government for a dime. 

So it seems to me that tliose who would impose these hardships on 
tobacco don't undei^tand Avhat we are already doing and what the 
industry is already doing. As a member of the research board, I think 
you realize the importance of research being conducted here in Ken- 
tuclrv'. Can you explain for the record the work being accomplished 
by tlie Kentucky Tobacco Research Board? 

Mr. Blandford. I Avould be glad to. We are looking at the tobacco- 
health area with an eye toward determining, first, if indeed smoking 
does cause health problems. Tliis has not been determined to our 
satisfaction. 

We go a step farther in that if we do determine that there are health 
hazards connected with smoking tobacco, to try to find out what in 
the.tobacco plant or what ingredient is causing the health problem. 

We would then try to isolate that and try to grow a tobacco product 
without the ingredient that was causing the health problem and try 
to offer people a product that they could smoke and they could enjoy 
without having an effect on their health. 

We think this is certainly the responsible approach as opposed to 
putting an arbitrary tax on an industry which is already overburdened. 

So Kentucky is aware of its responsibility in producing the tobacco. 
We also realize that there could be some health hazards and we are 
trying to solve them in what we call a responsible manner. 

Senator Ford. I believe the head of the research ^^roiip is Dr. Wyatt. 

Mr. Blandford. A very, very capable and intelligent man. 

Senator Ford. And he's recognized not only in this country but 
throughout the world as one of "the better individuals in the area of 
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research, so it isn't just something that they put together to spend 
money. They are reaiiy doing an excellent job as i unaerstand it. 

Mr. Blandford. in fact, tlie Federal Government has sublet some 
of its research to us at the university and we are coordinating it with 
other States so we don t have duplicative research. We have got an 
excellent program and it seems to be working real well and we have 
come through with some things we think are making some progress. 

Senator Ford. Don, with relationship to the farmer and to tobacco, 
we fail to take into consideration, I think, the value of tobacco in 
the assessment or appraisal of land. I understand there used to be 
a figure of about $5,000 an acre and now they'i-e taking a figure some- 
where in the neighborhood of $3 a pound in the assessment of farmland. 

In your experience in the legislature, if tliis was eliminated, what 
kind of revenue would have to be produced or where could you get 
your additional revenue that's now going to cotmties and coming on 
into State government ? 

Mr. Blandford. 1 really don't know. Of course, it would take a 
tremendous amount of land to grow another product wliich would 
have the same revenue implications that tobacco does. An acre of 
soybeans, for instance, may be worth $200, where an acre of tobacco is 
worth $2,000. It would take a tremendous amount of proi>erty and, 
of course, in Kentucky real property is what carries the local schools 
on the local level and without the revenue from tobacco increasing 
the assessment on farmland I don't know where we would replace it, 
I don't have an answer to that. 

Senator Ford. The experts that we have talked with sav that if the 
language in S. '3118 goes into effect — ^that means it's passed and signed 
into law — and we have a 5 to 50 cents additional tax per package of 
cigarettes, and if you take the mean of roughly 25 cents, that tax 
will reduce the consumption of tobacco. They figure that 25 cents would 
reduce the consumption of tobacco by about 30 percent. 

This means a loss to the farm families in Kentucky of rouglily 
$175 million annually. It also results then in the reduction of the 
value of the land. The results from that would be that less income 
would be turned over. Some say that every time you have a dollar 
it turns over three times in the community — others say five, the cham- 
ber of commerce says seven. So we will take a figure somewhei'e in 
between. But when it turns over in the community that's a multiplier 
that's very effective. So you take three times $175 million and you 
can se>e the dama^ore just an additional 25 cents or half that amount 
would cause if this tvpe of le^srislation went into effect. 

Mr. Blandford. Of course, even a giant oak tree will fall if you 
whittle it long enough, and I think that's what has happened. 

Senator Ford. The power to tax is the power to destroy. That's 
exactly what you're saying. 

Mr. Blaisdford. Right. 

Senator Ford. So I think the tax proposal here is an opportunity 
to tax and to destroy. I made this statement earlier — it's a quote from 
another Senator from one of our Southern States, Fritz HoUings. 
Fritz says the rich folks are trying to take all this away from us 
hut the rich folks have a yacht and they can go out and relax and 
take all the strains of the day away or they have enough money to 
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hire a psydbiatrist to take the strains of life away. The only thing poor 
folks have is a rocking chair and cigarettes. Now they're trying to 
take the cigarette away. So that seems to be the intent of S. 3118. 

Mr. Blandford. The rocking chair may be next. 

Senator Ford. That's right. So we've got to stop them. 

Don, I appreciate your testimony this morning. Can you think of 
anything else you would like to add to this? Your full statement 
and your answers will be included in the record. 

Mayor Bemie Steen of Bowling Green is our next witness and 
Mayor, if you would come forward we would be delighted to listen 
to your testimony. 

STATEMENT OF HON. BERNIE STEEN, MAYOR, BOWLING 

GREEN, KY. 

Mr. Steen. Thank you, Senator Ford, 

First of all, let me say welcome to Bowling Green. We are glad 
you chose this area to hold this hearing and I would like to approach 
my prepared statement with a couple comments. 

First of all, you might wonder why a city dude is up here talking 
about tobacco and its effect on us locally. First of all, I haven't always 
been this city dude. I grew up on a farm and tobacco was our money 
crop. Tobacco meant Christmas. Tobacco meant fall clothing or mor& 
fall clothing. Sometimes if we didn't have a good tobacco crop we 
relied on last years' clothes or summer clothes. And from those com- 
ments I would like to go to my prepared statement which I have^ 
several copies made and would like to have entered into the records 
and I think copies have been distributed among the people at th^ 
hearing this morning and also for the media. 

My testimonv is premised upon experiences I have had in two- 
phases of my life — as a child growing up on a farm dependent on_ 
toba<x;o income and as mayor of a conmiunity which is heavily de- 
pendent upon the tobacco industry. 

In talking with many local business persons and statisticians about^ 
the tobacco industry's economic impact on our community, I have^ 
gathered some surprising information. In W-arren County, approx- 
imately $18 million of $281 million total retail sales are in tobacco- 
(not including manufactured products). The crop, therefore, rep- 
resents over 5.6 percent of total retail sales in the community. 

It is estimated that about $3 million in wages are paid in Warren 
Conntv annually in the areas of tobacco growms: and processing. To 
use our chamber of commerce's estimates regarding turnover of waw^^ 
to produce other businesses and growth, we mio-ht assume this $Q mil- 
lion in wages would result in about $1.5 million in bank deposit?, 
support 3 retail establishments, snpport 200 nonmanufacturinsr 
employees, and bring about $1.7 million in other retail sales. So the 
impact of the tobacco wages alone is si^mificpnt in this communitv. 

TT^e farmers in Warren Countv are heavily dependent on tobacco 
as their cwsh crop. The timing of the tobacco sales is important to 
these families to allow for purchases of fall and winter clothinor. r^av- 
m'^nt of debts accumulatexl during the timp no cash i« cominor in from 
ofl^of crons or sources, and of course to finn^ce holiday celebrat»oTi<? 
and purchases. If this cash source were to be significantly eroded. 
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many of these families would have to rely on charity for their basic 
needs, as the land used for tobacco could not be as profitably used for 
other crops. 

The Warren County extension <^ce prorideed the following in- 
formation on other economic impacts of the tobacco production 
process. 

In producing the crop, farmers in Warren County win q)eDd I3S5J0OO for 
fertilizer: $48,000 for pesticides and chemicals: S119.000 for fnel: S102.000 for 
machinery repair : ^632.000 for machinery ; $742,000 for tobacco bams, for a 
total of S2.S37.000 in an average year. 

Another important factor that bnrley tobacco contribute* to the economy is 
increasing the value of the land and the tax base for support of local fOTemment 
services. It is estimated that farms are increased $S for each pound of tobacco 
base they have. With a county tobacco base of 6.022.000 pounds, this means an 
added land value of $18.1 million. 

A manager with a local tobacco processing operation indicated to 
me that if the tobacco business were to decrease significantly, this 
would cripple the economy of the State. He suggested that the Govern- 
ment should direct its attention to research toward safe smoking rather 
than trying to eliminate smoking. 

A local bank executive stated that legislation which had the effect 
of seriously weakening the toliacco industry would have ^a disastrous 
effect, it would be a slap in the face for our farmers, who depend on 
tobacco for their livelihood.'' 

Those who spoke with me indicated that any additional taxes on 
ci^rettes could adver^fly affect consumption and therefore have a 
devastating ripple effect throughout the entire tobacco industry. 

I have tried in this testimony to be objective in approaching the 
question of the potential economic impact of this proposed legislaticm 
on the Bowling Green-Warren County community. I understand that 
the subcommittee will be receiving substantial statistical informati<m 
on the statewide impact of the industry- from the State Agriculture 
Department, <o I have not trir»d to address those issues. I would sum- 
marize by stating that the toV/acco industry has been very beneficial 
to the econrwny of Kentucky, and the proposed legislation should be 
carefully weighed in light of the potential econoanc effects it could 
have. 

I would like to conclude my prepared statement with another com- 
ment also. I reject the idea that State-financed and federally-financed 
institutions are going to set aside certain areas to discriminate against 
tho5:e who use tobacco for smoking purposes. I also don't like the idea 
of boarding a plane and being shoved into the back end where carbon 
monoxide has a worse effect than even cigarette smoKng and yet I pay 
the same price. There are certain perfumes and colognes that people 
wear that are more offensive to me than tobacco smoke. 

With that I conclude my statement and leave myself open to 
questions. 

Senator Ford. Thank you very muclu Mr. Mayor. I think you made 
an excellent statement this morning regarding tobacco income and its 
influence on Bowlinir G»-een and the Warren County area. Tm pleased 
this is the kind of tesiimaaj you hare brought to us today because it 
is exactly what we need. 1 ou and the other previous witnesses have 
emphasized the importance of tobacco crops to business and 
employment. 
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What would be the impact on your city if widespread unemploymen 
resulted from implementation of legislation similar to S. 3118? 

Mr. Steex. Well, any time we have unemployment, naturally mj 
mind tends to wonder and I'm afraid we wouldn't be able to hire 
enough police to control robberies and arson and these kinds of crimes. 
This always creates severe problems when we have unemployment. On 
the other hand, we might qualify for public works. 

Senator Ford. That means "Big Brother" again, but there's a lot 
of money proposed in this legislation to set up another bureaucracy to 
hire more bureaucrats to come out and look over industry's shoulder 
to be sure you're following the rules and regulations — more regula- 
tions, more bureaucrats and more harassment. 

Mr. Steex. And more tax dollars that we won't have the opportunity 
to spend here locally. 

Senator Ford. l^Hiich would be used in other more beneficial ways. 
You used a statement that flashed a light to me. It happens in the 
Ford family you know. But that light was this. You said Christmas 
purchasing and tobacco sales come at the time when other crops are 
not necessarily coming on and there's no other money coming in. To- 
bacco finances school clothing, Christmas celebrations, paying oflf ol 
notes and loans that might be on the tobacco crop, and that means 
tobacco is the backbone of the financial part of a small farm famih 
because they can go to the bank and borrow money on the tobacco and 
do the other related things that need to be done. 

What about buyers leaving here and going to the Northeast il 
tobacco would ^o down the drain? How much purchasing would we dc 
or would Bowling Green and Warren County do in the markets in the 
East — say for fall clothing and Christmas celebrations and so forth? 

Mr. Steex. It would affect that market quite considerably because 
many of them, as Senator Miller mentioned earlier — many of oui 
small businesses strictly rely on this Christmas trade or the fall trade 
which comes from the tobacco industry or from the tobacco sales. 

Senator Ford. Well, you mean they wouldn't be traveling to Boston 
in the spring to buy for that winter and they wouldn't be gomg to Xew 
York or other communities ? Your buyers would not be leaving here tc 
purchase as they would under present circumstances ? 

Mr. Steex. Not like they would under the present circumstances be- 
cause they can't afford to carry a large inventory which cannot be sold. 

Senator Ford. You note tfiat the area county tobacco base means 
an increased or added land value of about $18.1 million as a result ol 
the acreage allotments. I think that's what you said in your testi- 
mony. What would be the alternate source of revenue if tobacco was 
not part of the life style of the community ? 

Mr. Steex. Well, of course, you realize several years ago Kentucky 
had to tax their own tobacco and there was a freeze on property taxes. 
The city of Bowling Green, which had very little tobacco base — how- 
ever, there is some — we are allowed to use an occupational license tax 
and this certainly would have to mean an increase in taxes someplace. 

Senator Ford. So what you're saying is it would be a loss of revenue 
that would have to be replaced from another source. So you have a 
lack of income, reduction of revenue, reduction of taxes. That has a 
very, very strong rippling effect. 

Mr. Steex. It would really be hard, Senator Ford, to weigh the ac- 
tual economic effect that this would have because there are so manv 
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related things that are tied in with the tobacco industry and I just 
mentioned a very few of them in my prepared statement. 

Senator Ford. Can you think of a business that is not impacted by 
the sale of tobacco or raising of tobacco ? 

Mr. Steex. Xo, sir, I donx believe so : not in this area. I don't believe 
there would be one business that wouldn't be affected from the use of 
or the sale of or the <rrowing of tobacco. 

Senator Ford. But I think you listed the fertilizers, the fuel, the 
equipment, the repair and you didn't get into the purchasing power 
downtown in small businesses. 

Mr. Steex. No, sir. I only mentioned those that are directly related. 

Senator Ford. Mayor, I appreciate you coming today and I appre- 
ciate the hospitality that Bowling Green has displayed to our commit- 
tee. We have been here since last night and we want you to know that 
we appreciate it very, very much and we are glad we came to Bowling 
Green to get this information from this area to take back to Washing- 
ton. Thank you very much. 

Mr. Steex. Thank you. We're glad to have you. 

Senator Ford. I think this would be a good time to insert in the 
record a news pre.ss release from the Agi'icultural Stabilization and 
Conservation Service office in Kentucky' which announced the 1978 
tobacco loan program. I think it sets out very well the price support 
rates approved for the hurley tobacco, the grade loan rates pro]>osed 
for burley tobacco, the grade and the loan rate for each of the various 
areas. We also have the 1978 final quota summary of burley tobacco 
adjustments and new growers included for each of the 120 counties, 
the number of farms, the basic quota, and the effective quota. 

One thing I want to bring to your attention too, if you look at Pu- 
lasld County, Pulaski County doesn't seem like a tobacco county. It's 
down in the southeastern part of Kentucky but the number of tobacco 
allotments in Pulaski County alone is 4,032. That means there are a 
lot of small allotments in Pulaski County and it indicates what tobacco 
can do for that county. The basic quota is 6,520,274 pounds. The effec- 
tive quota would be 7,335,554. So you can see how important tobacco 
is to a county like Pulaski. You might think in Warren or Fayette or 
other counties it would have a greater impact but there's the impact on 
Pulaski County. 

Warren County has 3,242 allotments whereas Pulaski County has 
over 4.000. They are mighty small and I would like that for the record. 
That information is compiled by our state A.S.C.S. office and I'm 
grateful to them for putting all of it together. 

[The article follows :] 

USDA Announces 1978 Tobacco Loan Program 

Washington, June 30 — An increase of about 6.3 percent in price support levels 
for eligible kinds of tobacco was announced today by Stewart Smith, Actiniar Ad- 
ministrator of the Agricultural Stabilization and Conservation Service (ASCS). 

The support levels, by kind, and comparable 1977 rates are as follows : 

[In cents per poundl 

Kind 1978 crop 1977 crop 

Burley, type 31 

Kentucky-Tennessee Fire-cured, types 22-23 

Dark Air-cured, types 35-36 



124.7 


117.3 


84.6 


79.5 


7e »» 


70.7 
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As in the past, price support will be made available to eligible producers 
through loans made to producer associations under contracts with the Com- 
modity Credit Corporation. To be eligible, producers must certify that they have 
not used restricted pesticides (DDT, TDE, Toxaphine and Endrin) on their 
tobacco. 

Producers of the kinds of tobacco under acreage allotments or acreage-pound- 
age marketing quotas must certify their planted acreage. 

Associations to which loans are made are authorized to withhold one cent per 
pounds from the advance to producers to help defray association administration 
costs. 

Pbice Support and Grades Approved for United Burley Tobacco 

Washington, August 10 — Burley tobacco grade standards and price support 
regulations were changed today to make grading and price support available for 
a limited amount of 1978-crop burley that will be sold in united bales as a crop 
marketing experiment. 

Previously, united burley was classified *'No-G" (No-Grade) and was ineligible 
for government price support. 

Secretary of Agriculture Bob Bergland said the changes are substantially as 
proposed July 6, and that grade loan rates and grade standards for united tobacco 
will be the same as for tied bundles. This is in line with most of the comments 
received in response to the proposal, Bergland said. 

Under the changes, producers interested in marketing united burley this year 
may apply in September at their county Agricultural Stabilization and Conserva- 
tion Service (ASCS) offices. These producers must certify that all bales to be 
delivered for price support and official grading meet the following specifications : 

( 1 ) All tobacco in all bales offered for sale as a single lot will be of similar 
quality. 

( 2 ) The tobacco will be stalk-cured. 

(3) The bale will not contain foreign matter. 

(4) The tobacco will not be nested (nesting is the concealing of foreign mate- 
jTial or inferior tobacco inside the bale. ) 

Producers must comply with filed certification in order to be eligible for grading 
.-and price support on baled tobacco and for price support on any tobacco produced 
on their farms. Warehouse operators will be required to open a representative 
bale in each lot of tobacco for inspection by a department grader. 

Other details concerning price support for united burley tobacco will be pub- 
lished soon in the Federal Register and will be available at appropriate ASCS 
<jounty offices. 

Grade Loan Rates Proposed for 1978-Crop Burley Tobacco 

Washington, September 14 — Proposed loan rates for 1978-crop burley tobacco 
range from 83 cents to $1.39 per pound and reflect an average support of $124.70 
per hundredweight— 7.4 cents per pound above the 1977 level. The loan rates for 
eligible tobacco packed in bales will be the same as the rates for tobacco tied in 
hands (a hand consists of approximately 20 tobacco leaves made into a bundle 
and tide with a tobacco leaf) . 

As in the past, no loans will be available on any tobacco graded NO-G (No 
Grade), W (Wet), U (Unsound) or scrap, according to Ray Fitzgerald, Admin- 
istrator of the Agricultural Stabilization and Conservation Service (ASCS). 
Marketings of these grades, however, will be charged against the quotas for the 
farms on which they were produced, Mr. Fitzgerald said. 
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The cooperative associations through which advances are made available will 
be authorized to deduct one cent per pound to apply against overhead costs. 

Ck>mments regarding the proposed rates will be considered if submitted in 
writing by November 20 to the Acting Director, Price Support and Loan Division. 
ASCS, U.S. Department of Agriculture, P.O. Box 2415, Washington, D.C. 20013. 
The comments will be available for public inspection in the Office of the Acting 
Director, Room 3741 South Building, during regular business hours, 8 :15 A.M. 
to 4 :45 P.M. 

PROPOSED LOAN RATE FOR EACH GRADE 

|ln ctfrts p€r pound, farm sales weifht] 

Loan Ljoan Loa* 

firada rate Grade rate Grade rata 

BIF 139 B3GR 113 CIF 139 

B2F 137 B4GR Ill C2F 137 

B3F 135 BSGR 108 C3F 135 

B4F 132 C4F 132 

B5F 128 T3F 131 C5F 128 

T4F 125 

BIFR 138 T5F 118 C3K 124 

B2FR 136 C4K...^ 120 

B3FR 134 HFR 128 C5K 114 

B4FR 131 T4FR 124 

B5FR 127 T5FR 115 C3M 130 

C4M 128 

BIR 135 T3R 122 C5M US 

B2R 133 T4R 119 

B3R 131 T5R 113 C3V 12$ 

B4R 128 C4V 123 

B5R 122 T4D 110 C5V 117 

T5D 106 

B4D 115 C4G 113 

BSD 110 T4K 109 C56. 106 

T5K 105 

R3K 125 XIL 138 

B4K 123 T4VF 118 X2L 136 

B5K 117 T5VF Ill X3L Ul 

X4L. 129 

B3JII 129 T4VR Ill X5L 124 

B4M 123 T5VR 107 

B5li._ 113 XIF 13S 

T4GF 106 X2F 136 

B3VF 130 T5GF 102 X3F 134 

B4VF 124 X4F 12$ 

B5VF 121 T4GR 104 X5F 129 

T5GR 99 

R3VR 125 X4M 124 

B4VR 120 CIL 139 X5M 112 

B5VR 116 C2L 137 

C3L 135 X4G Ill 

B36F 118 C4L 132 X5G 103 

B46F 116 C5L 128 

B5GF 112 NIF 100 

M3FR 112 

MiF 116 M4FrI"I"III"IIIIIIIIII no nir 98 

M2F. 115 M5FR 106 N2R 92 

IKI3F. 114 

»I4F. 112 NIL 104 NIG 91 

mf, 110 N2L 97 N2G 83 
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1978 FINAL QUOTA SUMMARY-BURLEY TOBACCO 
[Adjustments and new growers included] 



Country 



Farms Basic quota Effective quota 



Adair 

Alien 

Anderson 

Ballard 

Barren 

Bath 

Bell 

Boone 

Bourbon 

-Boyd 

Boyle 

Bracl<en 

Breatiiitt 

Brecl(inridge. 

Bullitt 

Butier 

Caldweii 

Calloway 

Campbell 

Carlisle 

Carroll 

Carter 

Casey 

Christian 

Clark 

Clay 

Clinton 

Crittenden... 
Cumberland.. 

Daviess 

Edmonson 

Elliott 

Estill 

Fayette 

Fleming 

Floyd 

Franl<lin 

Fulton .- 

Gallatin 

Garrard 

Grant 

Graves 

Grayson 

Green , 

Greenup 

Hancock 

Hardin 

Harlan 

Harrison 

Hart 

Henderson... 

Henry 

Hicl(man 

Hopkins 

Jackson 

Jefferson 

Jessamine 

Johnson 

Kenton 



2,552 

2,020 

1.233 

1.063 

3,567 

1,187 

38 

1,696 

1,329 

59 

1,146 

1,033 

1,020 

2,100 

883 

771 

901 

668 

540 

453 

598 

1,762 

2,626 

2,349 

1,587 

1.510 

1,523 

35 

1,176 

2,439 

1,121 

1,100 

922 

1,460 

1,703 

36 

1,210 

3 

535 

1,420 

1,719 

1,050 

2,264 

1,776 

1,111 

835 

2,653 

9 

1,612 

2,233 

674 

1,459 

62 

409 

1,705 

518 

1,397 

725 

1,002 



4,478.505 
3,358,025 
3,251,r- 
2,591,1 



11,702. 
6,083. 
25. 
3,012, 
11,243, 
72, 
4,431, 
6,227, 



1,273,670 



6,997, 

1,296, 

761, 

1,067, 

491, 

683, 

489, 

3,657, 

3,214, 

5,669. 

5,950. 

6,949, 

2,649, 

2,226, 

29. 

2,436, 

6,718, 

1, 742, 

2,011, 

1,511, 

11,771, 



7,208,132 



18, 
5,526, 
4, 
2,108, 
7,127, 
5,586, 

808, 
3,754^ 
5,762, 
1,887, 
2, 223, 
4,233, 
5, 
9,005, 
8,470, 

787, 

9, 134, 

52, 

371, 
2,995, 

635, 
6,659, 

735, 



841 
812 
120 
234 
844 
945 
587 
171 
461 
318 
402 
730 
629 
390 
393 
405 
764 
172 
002 
594 
419 
073 
270 
1,403,228 



210 
140 
221 
354 
200 
458 
139 
994 



158 
345 
373 
043 
388 
335 
713 
760 
512 
737 
481 
293 
360 
649 
259 
816 
154 
489 
527 
498 
263 



4,708,113 
3.466,545 
3,217,701 
2,911,461 
11,661,397 
5.642,536 
44,202 
2,953,735 
10,878,021 

104,705 
4,366,929 
5,979,264 
1,610,992 
6,699,232 
1,273,670 

946,896 
1,338,307 

584,077 

744,058 

783,522 
3,468,979 
3,457,684 
5,996,647 
6,308,297 
6,612,579 
3,098,810 
2,250,201 
54 805 
2,493.079 
7,815,793 
1,828,178 
2,107,319 
1,613,181 
11,750,340 
6,785,940 
32,337 
5,621,899 
6,753 
2,037,241 
6,963.247 
5.497.907 
1.111.667 
3,670,806 
5,771,150 
2,017,347 
2,495.888 
4.281,430 
8,703 
8,512,511 
8,134,379 
1,156,648 
8.999,971 
60,365 

708, 157 
3,255,290 

728,639 
6,430,654 
1,113,566 
1.437,747 
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1571 nilAL QiJOTA SLTWIWIY-r.'^tpr T?«\:C!>-CBmmBrt 



Fan» tncvinte IKkIn^ imoqi 



iij::::::::::::::::::::::::::::::::::::::::::::::::::::: » miw^ i.mkit 

— t » i 3Sa t« 3. K^M 

t» <3:^«» \^im 

». m T^K j» «t^$tt 

9ST 525. «» 99«t.ll$ 

.- lU lllJB JX«l 

--^ 12 1>C Xfi5 

^ 1.422 <iQLISS <4».|A| 

2.^54 C« t» 6.5r.Ol 

m ^17 s» a» 

— tm I m xm.i4i^ 

^ 508 S7S,tt? 

"■ «0 I 135 1.3UIL13I 

»y - » 286 W,W7 

-. tOiS 1, 354 1.7S?.S90 

i~ 2.208 in 543 10.136,691 

I- 1,445 1, 674 2.125.745 

I.J26 ^.706 5,178.446 

I. 646 ; 380 682.856 

.- 1.172 ^ ; 471 8.137.615 

1,244 1, 042 1,752.042 

I 741 1, 020 1,390,262 

1.671 6. b A 714 6,415.502 

I. 1,617 5,2^.993 5,128,275 

1.790 3. ^0,634 3,550,392 

■•ly. - 1.207 6,^;il,888 5,879,948 

1,748 3,8tii,749 3,864,945 

^C 792 y^b,423 1,327,100 

- 1,821 4,^^.492 4,308,266 

1 909 5,ry5,042 5,020.716 

1,891 2,&66,003 3,251,983 

624 1,477.756 1,635,466 

1,373 7,644,735 7,460,976 

1,132 1,S03,973 1,992,568 

MI 1,448 4,8^2,753 4,731,461 

Ill ?2,092 141,006 

656 976,063 1,041,389 

4,032 6,5^0,274 7,335,554 

MI 456 2,4:^4,599 2,312,397 

tl« 1, 587 3, W^, 368 3, 299, 716 

- 985 1,563,019 1,554,630 

2,064 3,.>:0, 764 3,466,298 

1,562 10,039,461 9,520,540 

2,228 10,9:0,264 10,704,700 

1 1,135 1,970,370 2,124,002 

- 888 4, O^h'. 013 3, 794, 276 

1,758 4,s:\^,247 5,298 089 

1, 249 2, '^[\. 514 2, 785, 770 

853 1, 59 i, 105 1, 815, 560 

785 3,66b.S37 3,451,580 

18 i'l 790 23,263 

3,242 5,326,449 6,222.224 

ton 1,511 6,612,431 6,332,008 

1, 912 2, asi, 027 2, 933, 526 

358 :^i;', 099 523,412 

640 572, 1)52 866.645 

975 1,974.749 2,102,061 

d... 1, 066 10, IQl. 459 9, 807, 522 

otal 144,741 409,591,888 416,454,755 



Digitized by 



Google 



108 

1977 HNAL QUOTA SUMMARY AND TOTAL MARKETINGS-BURLEY TOBACCO 
[Adjustments and new growers included] 



County 





Basic 


Effective 


Total 


Farms 


quota 


quota 


Marketings 


?'S5 


4,633,261 


4,535,395 


4,299.650 


1,989 


3,487,447 


3.538,019 


3,420,365 


1.164 


3,377,872 


3,482,019 


3,472.661 


1,075 


2,683,353 


2,987,041 


2.628.551 


3,523 


12,191,035 


11.567,820 
5,875,599 


11,456.572 


1,159 


6,316,598 


6,323,120 


40 


26,817 


45,845 


14,174 


1,612 


3,114,680 


3,157,025 


3,172,524 


1,238 


11,682,723 


11,673,675 


11,975,153 


58 


70,760 


103,670 


53,048 


1,107 


4,609,431 


4,407,567 


4,450,771 


1,029 


6,443,976 


6,199,792 


6,448 164 


1,015 


1,323,192 


1,472,310 


1,091.801 


2,078 


7,243,130 


6,971,980 


7,060,005 


855 


1,343,444 


1,420,908 


1,429,682 


782 


797,666 


974,997 


765,670 


927 


1,101,550 


1,388,752 


1,077,252 


699 


508,218 


622,648 


500.173 


522 


703,412 


721, 117 


655,802 


457 


507,028 


727,691 


421,391 


602 


3,796,957 


3,653,745 


3,823,022 


1, /4b 


3,326,335 


3,441,961 


3,213,853 


2,585 


5,858,407 


5,584,445 


5.241,234 


2,347 


6,166,634 


6,319,680 


5,916,425 


1,479 


7,199,005 


7,258,480 


7,577,071 


1,511 


2,766,918 


2,736,613 


2,239,346 


1,541 


2,302,435 


2,278,669 


2,237,885 


34 


30,236 


51,941 


10,814 


1,147 


2,505,500 


2,535,440 


2,481,099 


^'M^ 


6,951,989 


7,167,998 


6,018,182 


1,106 


1,794,088 


1,763,712 


1,685.807 


^'}Si^ 


2,081,432 


2.101,270 


2,005,962 


903 


1,560,491 


1,553,776 


1,436,688 


1,428 


12,218.959 


13,180,767 


13,083,370 


1,678 


7,504,581 


7,237,266 


7,624,230 


37 


18,799 


32,818 


8,158 


1,149 


5,706,556 


5,796,575 


5,702,935 


3 


4,264 


5,717 


1,786 


515 


2,163,945 


2,084 253 


2,168,922 


1,372 


7,377,196 


7,014,899 


7,173^591 


1,617 


5,785,743 


5,576,609 


5,674,935 


1,068 


835,292 


1,123,027 


74<177 


2,231 


3, 883, 014 


3,686,345 


3,748,019 


1,758 


5,966,430 


5,576,015 


5,559,563 


1,105 


1,959,570 


1,972,299 


1,811,451 


825 


2,326,379 


2,400,332 


2,072.859 


2,503 


4,378,629 


4,530,492 


4,428,877 


11 


5,916 


9,807 


967 


1,579 


9,322,762 


8.696,149 


9,166,294 


2,250 


8,761,518 


8,212.000 


8,546,901 


675 


819,126 


1,181.025 


682,476 


1,404 


9,474,409 


9,247,616 


9,273,951 


65 


52,649 


79,823 


52,652 


408 


385,433 


6H570 


167,532 


1,704 


3,096,916 


3,025,776 


2,765,065 


456 


662,277 


792.060 


653.376 


1,346 


6,855.629 


6,953,132 


6,863,776 


735 


766.742 


1,079,199 


612.091 


959 


1,458.737 


1,514.589 


1,468.792 


13 


5.389 


10. 193 


516 



Adair 

Allen 

Anderson 

Ballard 

Barren 

Bath 

Bell 

Boone 

Bourbon 

Boyd 

Boyle 

Bracken 

Breathitt.... 
Breckinridge. 

Bullitt 

Butler 

Caldwell 

Calloway 

Campbell 

Carlisle 

Carroli 

Carter 

Casey 

Christian 

Clark 

Clay 

Clifiton 

Crittenden 

Cumberland.. 

Daviess 

Edmonson 

Elliott 

Estiii 

Fayette 

Fleming. 

Floyd 

Franklin 

Fulton 

Gallatin 

Garrard 

Grant 

Graves 

Grayson 

Green 

Greenup 

Hancock 

Hardin 

Harlan 

Harrison , 

Hart 

Henderson 

Henry 

Hickman 

Hopkins 

Jackson 

Jefferson 

Jessamine 

Johnson 

Kenton 

Knott 
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U77 nilAL QUOTA SUMHARY AND TOTAL IIAt9(ETI1ICS-«IIM£Y TOBACCO 



Coasty 



Farm 



Cffactivt 



Tom 

Mtiicetinfs 



UldNr.. 
Lawis... 
Umla.. 
Uvngito 

uS"" 

SSncken... 
McCravy.... 

McLetN 

Madboo 

Maiofia 

MaBon. 

Marshall 

Mason 

Uminml'/.l. 

Maroar .. 

MalcaKe 

Monroe 

Montcomery.. 

Morgan 

MuManbarg.. 

Nabon 

Nicholas.. _-. 

Ohio 

Oldham 

Owen 

Owsley 

Pendleton 

Perry , 

Powell 

Pulaski 

Robertson.... 
Rockcastle... 

Rowan , 

Russell 

Scotl 

Shelby 

Simpson 

Spencer 

Taylor 

Todd 

Trigg 

Trimble 

Union 

Warren 

Washington.. 

Wayne 

Webster 

Whitley 

Wolfe 

Woodtord... 

Total. 



957 

2.862 
736 
626 
148 

12 
1.411 
2.398 

19 
2.136 

366 

894 

95 
1.022 
2.152 
1.423 
1.420 

646 
1,172 
1.176 

734 
1.610 
1.587 
1,797 
1.228 
1,739 

808 
1,672 

878 
1.911 

580 
1,356 
1.136 
1.398 

112 

640 
4.014 

446 
1,494 

960 
2,026 
1,472 
2,094 
1,165 

837 
1,749 
1,252 

872 

764 

21 

3,157 

1,493 

1,902 

363 

639 

961 
1,015 



1.05S.8S4 
3. 197. 570 

4.457,490 

760.366 

645.691 

156.391 

10.314 

4,612.985 

6.548.202 

16.943 

3.464.017 

456.481 

1.140.389 

69.649 

1.478.359 

10.762.340 

1.801,365 

5,455,327 

428.096 

8,763.473 

1,771.150 

1,478,564 

6,765,644 

5,432,507 

3,694.892 

6.469,739 

4,003,820 

969,590 

4,574.559 

5,517,927 

2, 654, 884 

1,548,288 

7.966.000 

1,873,037 

4,997,317 

84.975 

1.018.243 

6, 755, 703 

2,493,119 

3,207,638 

1, 618. 831 

3, 373, 369 

10,373,511 

11,324,598 

2,042,370 

4,243,063 

4, 979, 344 

2, 584, 146 

1,645,122 

3,790,066 

16, 741 

6, 021, 733 

6,850,252 

2,956,294 

322,211 

5%, 190 

2,034,745 

10, 505, 133 



1.162.740 
3.075.463 
4.510.924 

946,513 

€50.480 

256.000 

18.704 

4.435.745 

6.178.941 

28.531 
3.665.484 

576. 149 
1.374,114 

88.696 
1.734.954 
10,187.110 
2.074,766 
5,060.721 

740.947 
8.420.460 
1,921,307 
1.401,537 
6,708,913 
5.183,880 
3,557,776 
6.216.178 
3.856.951 
1.279,054 
4.575,047 
5.311.455 
2,978.355 
1.753,735 
7,648,751 
1.878,813 
4,881.705 

136.215 
1. 082. 868 
6,928,861 
2,382.288 
3. 140, 218 
1, 580, 188 
3,425,853 
9,937,134 
11,067,313 
2, 109, 316 
4,158,959 
4, 742, 129 
2, 719, 780 
1,742,313 
3,593,556 
30,339 
6,104,089 
6, 399, 468 
3,016,832 

548.015 

815, 248 
2,036,101 
10,355,610 



791.769 
3,137.584 
4.007.408 

708.913 

571. 3C< 

81,976 

644 

4.435.708 

6.132.467 

7.332 

3,174.577 

424.050 
1.138.133 
67.984 
1.342.945 
10.397.397 
1,667.158 
5.108.018 

357.628 
8,772.725 
1,897.216 
1,449.151 
6.894,056 
5.296.592 
3,545.968 
6.530,124 
3,842.537 

775.603 
4,720.530 
5.684,429 
2,244.771 
1,553.989 
7,762.688 
1,687.326 
5,001.217 
52.490 

996.640 
6.064,432 
2,502,171 
2,918,531 
1,583.749 
3.200,033 
10,037,216 
11,325,348 
1,941,852 
4,413.667 
4,276,759 
2.409,566 
1,513,672 
3,807,898 
9,442 
5,671,139 
6,668,701 
2,924,489 

187,025 

448,661 
1.914,259 
10,582,624 



142, 304 424, 139, 554 422, 432. 543 411, 305, 462 



37^47--78- 
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BURLEY TOBACCO SALES 

The average market price received by Kentucky burley tobacco farmers was 
$121.87 per hundred weight times (X) 411,305,462 pounds equals ( = ) 
$501,257,966.50 gross income. 



DARK AIR CURED SALES 

Based on the average market price received by the dark air cured tobacco 
farmers of $116.87 per hundred weight times (X) 16,574,444 pounds equals (=) 
$19,370,552.70 gross income. 

DARE FIRE CURED SALES 

Based on the average market price received by the dark fire cured tobacco 
farmers of $142.36 per hundred weight times (X) 19,740,244 pounds equals ( = ) 
$28,102,211.35 gross income. 

KENTUCKY NOTICE TB-256— UNTIED BALED BURLEY REPORT 





Number of 


Total pounds 




Number of Total pounds 


County 


176'$ 


approved 


County 


176's 


approved 


Adair 


17 


93,714 


Larue 


25 


145,979 


Allen 


5 


17, 121 


Laurel 


41 


175,169 


Anderson 


84 


160.062 


Lawrence 


4 


6,000 


Ballard 


20 


107, 401 


Lee 


1 


2,595 


Barren 


13 


43,034 


Leslie 








Bath 


41 


281,935 


Letcher 








Bell 








Lewis 


11 


45,388 


Boone 


1 


1,277 


Lincoln 


52 


288.978 


Bourbon 


67 


543,909 


Livingston 


1 


565 


Boyd 








Logan 


18 


54, 196 


Boyle 


70 


218,448 


Lyon 

McCracken 


5 


28,832 


Bracken 


73 


298,599 


17 


6,656 


Brecthitt 








McCreary 








Breckenridge 


24 


113,824 


McLean 


17 


52,858 


Bullitt 


25 


64,399 


Madison 


87 


506.596 


Butler 


8 


11,428 


Magoffin 


11 


3SJ3 


Caldwell 


16 


60,782 


Marion 


62 


264,993 


Calloway 


29 


35,754 


Marshall 


8 


26,202 


Campbell 


1 


1 153 


Martin 






Carlisle 


1 


1,768 


Mason 


72 


406,535 


Carroll 


7 


173,658 


Meade 


29 


94,928 


Carter 


8 


65,592 


Menifee 


4 


16,750 


Casey 


17 


35,266 


Mercer 


46 


298,315 


Christian 


79 


313,292 


Metcalfe 


1 


30.338 


Clark 


83 


332,356 


Monroe 


7 


19,472 


Clay 


35 


154,939 


Montgomery 


41 


293,998 


Clinton 


12 


41,856 


N-organ 

Muhlenberg 


2 


5.824 


Crittenden 




19 



83,873 








Cumberland 


Nelson 


33 


165,209 


Daviess 


34 


356, 917 


Nicholas 


23 


160,537 


Edmonson 


8 


45.278 


Ohio 


11 


43,323 


Elliott 


2 


8,164 


Oldham 


30 


81,866 


Estill 


8 


67, 158 


Owen 


52 


365,809 


Fayette 


131 


569,312 


Owsley 


1 


4.994 


Fleming 


67 


339, 175 


Pendleton 


6 


137,065 


Floyd 








Perry 


1 


1,648 


Franklin 


138 


281,027 


Pike 




_ 


Fulton 








Powell 


5 


16,865 


Gallatin 


14 


101,955 


Pulaski 


23 


126. 130 


Garrard 


92 


347,837 


Robertson 


36 


97. 575 


Grant 


17 


180.566 


RockcasUe 


22 


150.922 


Graves 


27 


38,111 


Rowan 


3 


4.500 


Grayson 


4 


12,376 


Russell 


1 


1.744 


Green 


20 


178,426 


Scott 


176 


474.237 


Greenup 

Hancock 


9 


60,212 


Shelby 


207 


535.313 


9 


102, 196 


Simpson 


19 


76.352 


Hardin 


25 


128, 301 


Spencer 


23 


135.277 


Harlan 








Taylor 


12 


81.481 


Harrison 


76 


422.309 


Todd 


32 


45,108 


Hart 


11 


30.297 


Trigg 

Trimble 


51 


90,735 


Henderson 


10 


41,235 


14 


59,205 


Henry 


85 


449,390 


Union 








Hickman 


2 


5,000 


Warren 


23 


122.879 


Hopkins 








Washington 


25 


236.890 


Jickson 


14 


65,561 


Wayne 

Webster 


5 


7.500 


Jefferson 


6 


30,979 


1 


1.662 


Jessamine 


80 


292,889 


Whitley 


10 


22,449 


Johnson 


2 


3,000 


Wolfe 


1 


9,977 


Kenton 


7 


24,712 


Woodford 


101 


488,507 


Knott 














Knox 


6 


23,029 


Total 


3,168 


14,061.461 



Digitized by 



Google 



Ill 

Senator Ford. The next witness is William M. Kuegel, vice chair- 
man, Governor's Council on Agriculture. I note here it says he's from 
Frankf oit, but I know he's from Owensboro. 

STATEMENT OF WILLIAM M. KUEGEL, VICE CHAIRMAN, GOVER- 
NOB'S COUNCIL ON AGRICULTURE, OWENSBORO, KY. 

Mr. Kuegel. Senator Ford and members of the committee, I am 
certainly privileged that I appear here before this committee today. 
I am William Kuogel from Owensboro. I am a tobacco farmer and 
warehouseman and vice chairman of the Governor's Council on Agri- 
culture. 

As a farmer, agribusinessman and statewide spokesman for agri- 
culture, I am violently opposed to any Federal legislation which would 
adversely affect the tobacco farmers in Kentucky or any of the other 
tobacco-producing States. 

While Congressmen and others from States which do not produce 
tobacco can devote their time to the question of the healtli aspoft of 
smoking, those of us in the States w^iich produce tobacco must look 
at it from an economic standpoint. 

Tobacco has been an important part of Kentucky's agricultural 
economy since settlement days, with settlers from Virginia bringing 
to the State the know-how for growing and curing the leaf. It did not 
take these settlers long to nearly catch up with Virginia growers and 
even in those early years Kentucky was the second leading producer 
of tobacco. 

Tobacco at one time was actually used as legal tender having much 
more value than any money in circulation at the time. 

The advent of white burley just after the Civil War even more 
firmly established Kentucky as a tobacco-producing State. It has for 
many years been the world's leading producer of burley and the 
second largest tobacco-producing State. 

Agriculture has until recent years been the leading contributor to 
Kentucky's economy, providing in 1977 nearly $2 billion in gross 
receipts. Today agriculture is surpassed only by coal in its importance 
to the State's economy. 

Since settlement days, tobacco has been the mainstay of Kentucky's 
agricultural economy. Presently, tobacco accounts for roughly 5.5 per- 
cent of receipts from crops and nearly one-third of total cash receipts 
from farm marketings. 

Tobacco is a unique commodity. It is one of the few crops which 
can be raised successfully on small acreage. And, because of the mar- 
keting system which has been developed over a period of many years, 
and the existence of the price support program, it is the only crop 
where growers can annually be assured of making a profit. 

Tliis feature has caused tobacco to become the one stable factor in 
the life of the small farmer. The average acreage per burley quota in 
Kentucky is 1.31 acres. For Fire-cured, the average allotment is 2.09 
acres, while the average allotment for Air-cured is .74 acres. So we are 
really talking about a small farmer. 

Figures from the T.^niversity of Kentucky, based on current yields 
and market prices, indicate that a burlev grower could expect to gross 
approximately $3,120 an acre for his tooacco. If he uses family labor, 
he could expect to net $1^349 an acre on his crop. 
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Based on the same assumptions, a dark Air-cured tobacco grower 
could expect to gross $1,980 and net $1,346 for each acre of tobacco^ 
while the dark fired tobacco grower would gross $1,980 and net $1,214 
per acre. 

This does not sound like a great deal of money. But what makes it 
significant is that this amount of money goes into the pockets of 
literally thousands of Kentuckians. Those who receive less than 
$10,000 a year in gross annual income from farming constitute 70 per- 
cent of the farming operations in the Commonwealth, and these are 
the people who basically have the small tobacco acreage. 

They are the ones who must already rely most strongly on supple- 
mental income from off-farm employment. They are the ones who 
would be hurt the worst bv any major change m the growing and 
marketing of tobacco. Off-iarm jobs in basically rural areas are not 
available — and they are not likely to become available — in sufficient 
quantities to replace lost tobacco income. 

And, it would be virtually impossible for these people to switch to the 
farming of other agricultural crops. About the only choices open to 
them on limited acreage and with Kentucky's soil conditions might be 
some form of processed vegetables — peppers and cucumbers. While the 
net income from such production could in a given year be higher, be- 
cause of the absence of a sustained market there is no assurance that a 
profit can be made year after year. 

Only producers owning 100 acres or more would be able to profitably 
diversify into other areas of a^culture such as dairying, grain pro^ 
duction or beef cattle production. These producers are by far in the 
minority. Even farmers with large acreage and diversified farms have, 
over the years, relied on tobacco to offset losses in other crops. 

Beyond the question of returns to the producer, there is the question 
of labor involved in the production of tobacco. Tobacco is agriculture's 
most labor intensive crop. Kentucky's tobacco production furnishes 
employment eqiiivalent to about 39,000 full-time jobs per year — about 
one-third of which is hired labor and about two-thirds family labor. : 
Without tobacco, all of these people would have to find alternative 
employment. And, in many cases, individuals who work in tobacco 
are marginal employees — persons who, but for the jobs in tobacco, 
might be on welfare. 

The economy of entire communities revolves around tobacco and 
has done so for 200 years. Bankers are willing to lend money based on 
a tobacco crop because of its stability. Merchants are willing to extend 
credit. Businesses are established to supply the needs of the tobacco 
grower ; warehouses are built to sell his product. Redryers, processors 
and manufacturers of tobacco products have established facilities 
throughout the Commonwealth which would not be here if it weren't 
for tobacco production. 

There are over 200 loose-leaf tobacco warehouses located in 30 mar- 
ket centers throughout the State, representing an investment of roughly 
$60 million. The State has 26 stemming and redrying facilities for 
processing tobacco for storage. These facilities employ an estimated 
6,000 persons. Facilities for manufacturing cigarettes, pipe tobacco, 
cigars and chewing tobacco employ 20,000 people and provide $160^ 
million in wage and salary income annually. 
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Both the Commonwealth of Kentucky and indiridual counties bene- 
iSit greatly from tobacco in terms of tax dollars^ Kentucky collects 
over S22 million annually in excise taxes from the sale of tobacco 
products. This is in addition to sales taxes and State and local property 
taxes collected on the farmland itself, the waielKMises, the manu- 
facturing plants and other facilities. Tobacco allotments hare becai 
estimated to increase the value of farmland at a rate of roughly $3 
per pound of burley tobacco quota. 

It has been estimated that the total econcwnic impact of tobacco <m 
Kentucky is about $2.5 billion. And in some way it touches the lives of 
Tirtually every Kentuckian. 

Although most provisions of S. SllS died with the end of the pa^t 
session of Congress, there is no doubt in the minds of many Ken- 
tuckians that the question of placing oppressive taxes cm tcrfwicco 
products will be raised again. If it doesn't come in the next sessicm of 
Congress, it will in the following session. 

While such a tax would not wipe out the industry overnight, it would 
begin very sjiortly to divert the economic interests of tobacco manufac- 
turing firms into acreas away from tobacco — ^and some of tliis has 
already taken place. Employment in these facilities would be substan- 
tially iTediiced. broadly affecting the economy of the cities where they 
are located. As this tax reduced the usage of tobacco products, many 
of these plants could be forced to close their doors entirely — their pay- 
rolls and tax revenues lost forever to the Conunonwealth. 

Purchase of tobacco would decline, foreing many families into finan- 
cial ruin because other sources of i-evenue just aren*t available. Many 
could find themselves forced to sell their property or become welfare 
recipients. 

On the one hand, the Federal GrAemment has : laced miich em- 
phasis on stabilizing the economy arid on jobs creation, particularly 
in the private sector. On the other hand, there is a growing movement 
in Washington to do away with an indu-^try which has over the years 
played a major role in J^abilizing the economy of a dozen or more 
States and pi-ovided jobs in l^o million biisine^es involved in the 
tobacco trade. 

We hope that the economic importance of the tobacco industry, not 
only to Kentucky, but to the Nation, will not be lost in the debate 
over the health-related issues involved in smoking. We believe that 
the economic question is the major one and that the question of usage 
of tobacco products should be one of personal choice, based on edu- 
cated weighing of the factors involved — not a decision forced upon 
the American people by taxation. 
Thank you. 

Senator Fobd. Thank you. Bill, for a very fine statement. 
As vice chairman of the Governor's Council on Agriculture, do you 
have any statewide figures that would lend themselves to what woidd 
be lost in Kentucky if the tobacco industry was eliminated or reduced 
significantly? 

ilr. KuEGEL. I believe I had that in the statement. 
Senator Ford. I wanted to get that figure in and emphasize it again 
if you can. 

Mr. KuEGEU Kentucky coUects over S22 million annually in excise 
taxes from the sale of tobacco products. 
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I could give you a better example. Senator Ford, from our own 
local community. We sell on the Owensboro market 15 million pounds 
of tobacco, and that will bring in the neighborhood of $17 million, and 
this money comes into our community in a period of 6 to 8 weeks, and 
I don't think there is a business in Owensboro that would not tell you 
that tobacco has a tremendous impact on our local community — ^the 
paying of debts on land, purchasing of automobiles, clothing," many 
items which a farmer uses. 

Senator Ford. Basically, as I asked the mayor awhile ago, can you 
think of any business in 3^our area that would not be harmed by the 
loss of tobacco products? 

Mr. KuEGEL. I don't know of one. 

Senator Ford. You related in your statement to a substitute crop 
and you talked about the processed vegetables of peppers or cucum- 
bers. I understand you jxet about $400 an acre for cucumbers. At least 
that was the rule of thumb awhile ago, and tobacco would bring — 
I think you used a University of Kentucky figure — $3,120 an acre. 

So you have a figure for cucumbers if you have a good crop? If 
you have one yellow spot on it, you get docked. 

Mr. KuEGEL. We have been in touch with Dr. Roberts at the Univer- 
sity of Kentucky on that and some of them have done quite well in 
certain years and provided a market for it, but vegetables will not 
compare — no vegetable would compare to tobacco. 

Senator Ford. Commissioner Harris testified yesterday that he had 
tried every feasible alternative on his farm to try to offset or see what 
would happen. He even went into vegetable gardening to sell in the 
Cincinnati area. And it wouldn't work for him. I think what we have 
here is a small percentage of land is used for a large income and there 
is no substitute known today that relates to the percentage of land used 
and the income for tobacco. 

Mr. KuEGEii. No. 

Senator Ford. There's no way to diversify. You also stated a few 
moments a^o about tobacco as it related to paying off the mortgage, 
buying equipment, et cetera. Basically, what is the ability of the 
farmer to borrow money ? Is it tobacco ? 

Mr. KuEGEL. I certainly think tobacco has a great input on the 
amount of money that you could borrow in a given year. 

Senator Ford. Can you go to the bank and borrow money on corn, 
soybeans? 

Mr. KuEGEL. Yes; but not to the degree that you can on tobacco. 
Some of the farmers in our area are grain producers. I do know they 
can borrow money, but for the average farmer tobacco is his mainstay. 

Senator Ford. Kentucky has become an important grain and soy- 
bean producinjsr State. Is there any way that we could maintain the 
present level of income with those two products ? 

Mr. Kttegel. No; because you have so many areas in Kentucky not 
suitable for grain that jgrow tobacco. You mentioned Pulaski County 
with 6 million pounds m that county. They cannot ^ow grain there. 

Senator Ford. The largest farm in Bell Oounty, tillable farm, is 300 
acres. I don't know what the largest tillable farm in Pulaski County 
is, but it can't be very large. 

Let me compliment you and the Governor's Council on Agriculture 
for what they are attempting to do and I'm very pleased that you 
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could be here today to testify. Do you have anything else that you 
might have thought of while we were talking that you want to add 
for the record? 

Mr. KuEGEii. I think one thing I would say, personally being in- 
volved in tobacco since I was bom, tobacco to many families in the 
State of Kentucky is part of them. Many families in the State of 
Kentucky have come from tenant farmers to being able to own 
their own farms by virtue of tobacco income and tobacco, as men- 
tioned in some testimony before me, is virtually a part of every 
Kentuckian and it affects every Kentuckian. 

Senator Ford. Thank you very much and we appreciate you coming 
over this morning and bemg part of this hearing. 

I would like to call on the next witness who is Robert T. Curtis, 
international vice president of the Tobacco Workers Union, and ex- 
ecutive vice president of the Kentucky AFL-CIO, and we are de- 
lighted to have you with us this morning, Bobby, and you have got a 
very comprehensive statement for the committee and supporting docu- 
ments. They will be included in the record in total and you may 
proceed with your testimony. We are delighted to have you here this 
morning. 

STATEMENT OF ROBERT T. CURTIS, INTERNATIONAL VICE PRESI- 
DENT, TOBACCO WORKERS UNION, AND EXECUTIVE VICE PRES- 
IDENT, KENTUCKY APL-CIO 

ilr. Curtis. Thank you, Senator Ford. 

I am very pleased to have this opportunity to talk to you about the 
tobacco industry here in Kentucky and its economic impact on working 
men and women. 

For the record, I am Robert T. Curtis, and I am the international 
representative for the Bakeiy, Confectionery, & Tobacco Workers 
International Union. I have been with the union in a full-time 
capacity since 1963. 

I have been invited* to talk briefly to members of the committee 
about the economic impact of the Kennedy tobacco bill on the tobacco 
labor force here in Kentucky. My remarks are based in part upon 
the material I have submitted to the committee. 

The union I represent has approximately 9,500 members working 
in the tobacco industry in the Commonwealth. Primarily, they are 
engaged in the manufacture of cigarettes and other tobacco products 
at three plants in the Louisville area operated by Philip Morris U.S.A., 
Lorillard, and Brown & Williamson. 

Let me get right to the point by saying that I am not an expert on 
the subject of tobacco and health. 

But I am a workingman, one of thousands of Kentuckians wha 
make a living in the tobacco industry. As a family man and the 
father of two children, anything that threatens the jobs of my fellow 
union members — and my family — is going to draw my immediate 
attention. 

I am proud of my association with the tobacco industry, just as I am 
proud to be a Kentuckian. In my mind, the two are very closely linked 
in a partnership that has meant jobs and food on the table for thou- 
sands of people for many, many years. 
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From my vantage point, I tend to look upon the tobacco industry 
as it involves the manufacture of cigarettes. Yet I know that it means 
far more than manufacturing. 

Here in western Kentucky, for example, we are in the heart of 
tobacco-growing country. Kentucky is the leading producer of burley 
tobacco in the Nation, and the second tobacco-producing State overall. 
In the broadest sense, tobacco in Kentucky means iobs from the field to 
the factory to the retailer, and finally, to the tax collector. 

That's what I am most interested in — jobs. 

I realize that members of this committee are always being given 
statistical information, and the material I have submitted contains 
important statistics about the size and scope of tobacco in the Common- 
wealth, as well as in other States. 

My purpose today is to draw from this material a very basic con- 
clusion : A lot of people — a lot of families — a lot of constituents depend 
upon tobacco for a living. 

It's a point that often is forgotten. 

Senator Ford, I just wish people who write laws and come up with 
new proposals to restrict tobacco in some way would realize this point. 
From where I sit, and with all due respect, it seems like a lot of legis- 
lation is prepared in Washington that sort of forgets people and 
ignores the workingman or woman. 

That's what seems to be the trouble with the Kennedy tobacco bill. 
I'm sure the motives behind the legislation are good. But I don't 
think very much thought was given to the possible negative impact 
the law could have on the men and women whose livelihood depends 
on tobacco. 

In Kentucky, we're talking about 103,000 farms producing tobacco 
on about 200,000 acres for sales last year of about $619 million. Many of 
those farms are family run, and if tobacco were to be restricted, we'd 
surely have more people coming into the cities — or moving elsewhere — 
trying to find new work. 

IVe also have a large tobacco auction warehouse business in Ken- 
tucky, with perhaps several hundred or thousand workers. And in 
the manufacturing phase — with which I am most familiar — ^we have 
as I mentioned more than 9,500 people malring tobacco products in 
three plants. In 1977, these people had a. payroll of about $115 million. 

In addition, more than 26,500 retail establishments in Kentucky sell 
tobacco products, generating about $277 million in sales. 

Now I know taxes are on everyone's mind — especially on the minds 
of elected officials, if what I read about politics this year is correct. 
And tobacco purely and simply is a major source of tobacco tax rev- 
enue in Kentucky and elsewhere, directly from excise taxes and sales, 
and indirectly from taxes paid by the people and companies involved 
in the industry. Federal excise taxes on tobacco products were over 
$2.^S billion in' 1977, and State tax collections were $3.6 billion. City 
and county taxes added nearly $125 million — for a total of almo5?t 
$6 billion. For local governments here in the Commonwealth, tobacco 
tax collections amounted to $22 million in 1976. 

I apologize for goinof into such detail. But as I said, tobacco in 
Kentucky means jobs, it means ooportiinity, it means tax revenues, 
and it means a way to make a good living. 

I think you should consider something: else, Mr. Chairman : How the 
presence of the tobacco industry has helped improve the quality of life 
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of the working people of Kentucky. For example, mj^ former employer, 
Philip Morris, provides its workers with comprehensive health and 
dental benefits that are really substantial. 

It makes you wonder — if these people were laid off because of 
forced cutbacks, where would they go? What would they do? Join the 
welfare rolls? 

I'm as interested as the next guy in making sure that the product 
our union meml)ers make is not going to threaten anyone's health. Per- 
sonally, I don't feel that the case has been made that tobacco causes 
the things it's been accused of, particularly when the accusations 
against the products raise more questions than they provide answei-s. 
But, again, I'm not an expert on that subject. 

But as a union representative, I am concerned that when people 
start coming up with proposals that would restrict the tobacco indus- 
try, they also should give a lot of thought to the economic impact their 
ideas would have on jobs and on the security of families. 

Speaking for my union, and for my family and the families of my 
friends and coworkers, ^Ir. Chairman, I hope that thought will be 
taken back to Washington. There are a lot of people out here who work 
in tobacco, and they deserve to be heard. 

Thank you again, and I would be glad to answer any questions. 

Senator Ford. Thank you, Bobby. You made a statement I thought 
was significant, and is basically what we are trying to do. What you 
said there is that all the testimony in Washington has been on health- 
related issues, emotional issues ; and emotional issues are hard to fight. 
Dad always told me never to get into an argument with a crying 
woman or get into a school board race — ^both of them are emotional. I 
understand what he meant now. The older I get, the wiser he becomes. 

With all due respect, it seems like a lot of legislation prepared in 
Washington forgets people and ignores the worfingman and woman. 
Basically what we are trying to do now is show what this legfislation 
would do to the economy of Kentucky, what it would do as it relates 
to jobs, opportunities, local revenue, and hopefully this message will be 
carried there. 

I promise vou one thing : It will be heard. T don't know how effective 
it's going to be, but your message will be heard as well as the testimony 
we had yesterday and today. 

In your statement I circled "tax revenue," and I want to make a 
point here if I can. Not only does the tax revenue go in Kentuclrv's 
general fund of $22 million, but a half a cent per pack goes into re- 
search ; and we are trying to take care of ourselves and do our thing 
without "Big Brother" intervening again. 

There has been written testimony that the tax structure outlined in 
this proposed legislation would be a burden. We had this legislation 
2 years ago, we had it again this year and I'm sure we will have it next 
session. So my time is spent trying to defend what we have in Kentucky. 
This tax structure, in my opinion, would be a significant burden on 
retailers and require them to use a multipricing structure. "What impact 
do you think this tax situation would have? 1 believe we have around 
27,000 retail establishments in Kentucky and they generate about $280 
million sales, but what would this graduated tax structure do to 
those people ? Do you have any idea ? 

Mr. Curtis. It would be hard to really say without having to go 
through the practice, but it would certainly not lessen their burden any, 
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particularly with the part of the bill which says every so many packs 
has to have various labels. Particularly on the manufacturing end 
which I'm most familiar with, this would be almost an impossible task 
because now cigarettes are produced at the rate of approximately 200 
packs per minute and if you talked about every 200 packs you would 
have to change a different label, then you would be talking about shut- 
ting this expensive machinery down every minute and changing that 
label, which would be an impossible task. 

Senator Ford. Of course, the bill sets out the language that will be 
placed on the packs of cigarettes, 10 different statements, and they have 
to be alternated down through. So it would become an additional ex- 
pense on the industry. My astute helper here has the 10 pieces of lan- 
guage that must be put on those labels in case any of you want to read 
it after a while. I won't insert it in the record, but they set out in here 
the language. It says "Don't smoke cigarettes to the end. This may 
reduce the risk to your health." That's one of them you have to put on 
them. That's my business if I want to smoke it down to the filter or not. 
I guess it's a constitutional question. 

INIr. Curtis. People who don't make a lot of money have to smoke it 
<iown to the end. 

Senator Ford. Wliat about the vending machines out there? If you've 
got a nickel on that one and 15 cents on that one and 48 cents on that 
iDne. how many vending machines are you going to have ? You couldn't 
iret it all in — you're going to put vending machines out for each one. 
Think about the retailer handling all the different packs. 

One thing that's ironic, too: The Cancer Research Institute had 
one of their most distinguished researchers say you can smoke one 
brand of cigarettes, 23 cigarettes a day, as if you hadn't smoked down 
to 3 cigarettes a day. There are about 20-some brands today that you 
could smoke a certain number as if you hadn't smoked all day. He's 
on sabbatic^al now. They got him out of the research institute. That's 
the sort of thing that happens. T\Tien we get a winner and we actually 
get the facts out, which we are trying to do now, something happens 
to put it out. We're not going to let that happen. 

Bobby, in your statement you have placed emphasis on the im- 
portance of jobs and we have heard testimony that there are 39,000 
full-time jobs as relates to the farm itself. Now are the 9.500 members 
of your union the total number of employees in the tobacco manu- 
f acturinir business in Kentucky ? 

Mr. Curtis. No; we certainly don't have all the tobacco industry 
organized. These are only in the producing of cigarettes and chewing 
tobacco. That's it. 

Senator Ford. Do you have any idea what the total number of em- 
ployment would be in the tobacco production, the manufacturing of 
the products in Kentuclrv ? 

Mr. Curtts. It would be somewhere around 25,000. 

Senator Ford. So we're talking roughly about 65,000 employees in 
Xentuclcy— taking the 39,000 and making it 40,000 and 25,000— we're 
talking about 65,000 employees just in the growing, production, and 
the manufacturing of the product. 

Mr. Curtis. Yes. 

Senator Ford. That's pretty good wages, I imagine, over a total 
3.2-month period. 
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Mr. Curtis. On the 9,500 organized it's $115 million a year. 

Senator Ford. $115 million for 9,500 families ? 

Mr. Curtis. Right. 

Senator Ford. That's a pretty significant piece of change for a State, 
isn't it? 

Mr. CtTiTis. Yes. 

Senator Ford. And if we put these people out of work, in effect, it 
wouldn't be just rippling ; it would be waves ? 

Mr. Curtis. In Louisville we had American Tobacco Co. who had 
a plant there and due to people like Califano and others before Cali- 
fano came along, due to their restrictions on tobacco and the taxes, 
particularly in the State of New York and the city of New York and 
elsewhere, where sales dropped down, it caused this company to close 
down one of its operations and put 2,000 ])eople on the street and we 
have attempted in our organization to keep some record of these 
people. 

To start with, somewhere in the neighborhood of 75 percent of them 
went to unemployment. And with our help, using our influence in 
other operations, we were able to place 25 percent of them. But even 
today — some of those people were at the age — they went to work there 
when they were 18 or 19 years old and we were talking about 20, 30, 
and 35 in some cases, years of service with the company that were 
placed on the street. You know, when you get to 50 

Senator Ford. T understand that. 

ilr. Curtis. You have a problem finding jobs. 

Senator Ford. That's right. 

]Mr. Curtis. And no one wants to hire someone who's 50 because of 
f)ll the benefits involved. A lot of these people even today — and this 
happened in 1964 — some of these people still haven't been able to find a 
]^ermanent job, particularly to give them the income and keep their 
standard of living on what it was when they had this permanent job. 

Another good example is in Owensboro when American Cigars 
closed its operation — 320 people were out of a job and this was because 
of the restriction on tobacco. 

Senator Ford. I guess we could get into some other areas, but we 
need to keep on moving. You have been a very good witness. I get 
kind of worked up when people begin to understand what we are 
trying to do. So I do thank you^ Bobby, and if you have any additional 
information you want to submit to us we would be glad to use it and 
we are very pleased that you could be here with us today. 

Mr. Curtis. Thank you, Senator. 

[The attachments referred to follow:] 

An Assessment of the Impact op the Tobacco Industry on the Economy op 
THE 50 United States and the District of Columbia^ 

(By Kenneth A. Reinhardt, WiUiam D. Lewis, State of North Carolina, 
Department of Administration, Division of Policy Development) 

The tobacco industry in the United States uses resources and produces income 
at all levels, from production on the farm to final consumer sale in the market- 
place. Tobacco produces income not only for those who directly participate in its 
production, manufacturing, and distribution, but also for owners of resources 
used in the evolution toward the final product purchased by the consumer. The 
industry has been a dynamic force in the growth of the economy of the 50 states, 

^ Presented to the August 1078 meeting of the National Governors Conference. 
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especially those which contain farms producing leaf, since its planting by the 
Virginia settlers led by John Rolfe, in 1609. 

In 1977, approximately 276,000 farms in 23 states cultivated a tobacco crop 
which yielded cash receipts of $2.3 billion, nearly 2.5 percent of all U.S. farm 
cash receipts. North Carolina led all states in cash receipts with $866 million, 
followed by Kentucky with $572 million and Tennessee with $174 million. Farms 
producing tobacco generally accounted for 10 per cent of all farms in tobacco 
producing states, although they accounted for 83 percent, 50 percent, and 43 
percent in Kentucky, Tennessee and North Carolina, respectively. 

Almost 966,000 acres of tobacco were harvested in 1977, Including 392,500 acres 
in North Carolina and 199,800 acres in Kentucky, and the harvest yielded nearly 
two billion pounds. Production required the services of more than 300,000 farm 
laborers, including many women and children, handicapped, older persons, and 
unskilled persons with few alternative employment opportunities, who worked 
an estimated 247 million hours for $621 million. Producers cost was $1.6 billion, 
including the farm labor payments of $621 million. (See Table No. 1) 

In 1977, there were 864 auction warehouses divided among 175 markets in 12 
states, led by North Carolina, with 260 warehouses in 48 markets, and followed 
by Kentucky with 245 in 40 markets. The labor force in these warehouses 
received an estimated $20 million in wages. 

Local governments received $16.5 million in real estate taxes, led by North 
Carolina with $7 million, followed by Kentucky with $3.5 million and Georgia 
with $1.5 million. Returns to investment amounted to $685.4 million, including 
$254.2 million and $197.9 million in North Carolina and Kentucky, respectively. 
At the processing and manufacturing level in 1976, 24 states had 393 plants 
manufacturing cigarettes, cigars, smoking and chewing tobacco and snuff, stor- 
ing, stemming and redrying of tobacco, and preparation of tobacco after auction 
sale for the processing plant. North Carolina topped the list with 144 plants 
and facilities, followed by Florida with 56 and Pennsylvania with 45. The twelve 
cigarette manufacturing plants in the country were located in four states — 
North Carolina (5), Kentucky (3), Virginia (3), and Georgia (1). There were 
91 stemming and redrying plants in 12 states, 138 cigar plants in 17 states, and 
44 smoking and chewing tobacco and snuff plants in 12 states. 

Total employment in the processing and manufacture of tobacco products 
was estimated at 64,800 w^orkers, with annual wages amounting to $704 million. 
This includes 54,800 production workers who were paid $543.5 million. Of the 
total employment, 40,800 were in cigarette plants ($521.4 million), 8,400 in 
cigar plants ($55.7 million), 3,100 in chewing and smoking tobacco and snuff 
plants ($29.4 million), and 12,500 in stemming and redrying plants ($97.6 
million). 

U.S. tobacco product manufacturers received a gross income of $4.2 billion 
in 1976, excluding taxes, $3.7 billion by cigarette manufacturers and $565 million 
by all others. They paid $2.5 billion in federal excise taxes. (See Table II) 

In 1976, 1,863 primary tobacco wholesalers sold tobacco products worth over 
$10.6 billion. These primary wholesalers employed an estimated 37,000 people 
at wages amounting to about $346 million. New York employed 3.516 people 
making wages of $42,716,000 and California employed 2,162 at wages of $28,- 
729,000. 

Each state collected an excise tax on each pack sold to wholesalers, averaging 
from 2 cents in North Carolina to 21 cents in Connecticut, Massachusetts, and 
Florida. Aggregate collections in 1976 amounted to close to $3.6 billion, with 
New York leading all states with $337.4 million, followed by Texas with $279.2 
million, California with $266.5 million and Pennsylvania with $245.1 million. 
Tobacco tax collections represented almost 15% of New Hampshire's total state 
tax collections, over 7% in New Jersey and over 6% in Arkansas, Florida, Rhode 
Island, and Texas. 

A total of 348 cities and 17 counties in 7 states charged the wholesale estab- 
lishments a grand total of almost $114 million in gross tobacco taxes in fiscal 
year 1976: cities charged $95.8 million, while counties collected about $18 mil- 
lion. New York City's taxes of over $51 million made it the leader among states 
in these taxes, while Missouri city and county taxes (almost $20 million) was 
second. 

Over 1.400.000 retail outlets in the United States sold tobacco products for an 
aggregate price above $16.3 billion in 1976. New York led the states with 133,835 
outlets doing $1.4 billion in tobacco product sales, followed by California with 
114,901 ($1.2 billion) and Illinois with 73.888 ($1.1 billion). Employment from 
the sale of tobacco products ranging from genuine cigar stores to service stations 
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to ^neral variety stores, is estimated in tlie millions while payroll is billions 
of dollars. For those states which administer a sales tax, the gross figure at- 
tributable to the sale of tobacco products for all states is $266 million, including 
California with $71.5 million, Indiana with $18.3 million, and Florida with 
$16.8 milUon. 

In international trade, despite a dock strike that distorted shipments in the 
4th quarter, the United States exported $1.1 billion worh of unmanufactured 
tobacco in 1977. This was an increase of 9% over the previous year. Also 
exported, was $637 million worth of manufactured tobacco products, mostly 
cigarettes, an increase of 19%. The total was over $1.7 billion. Duty paid im- 
ports of leaf and mnaufacturers increased 18% over 1976 to $373 million. To- 
bacco contributed $1.36 billion net in 1977 to the U.S. balance of trade, a record 
breaking amount 

The cultivation, curing, and preparation for market of tobacco requires a 
variety of inputs from all over the United States. This includes fertilizer, which 
is laid in the soil before transplanting seedlings to burlap bags which are used 
to bundle sheets of tobacco sold on the warehouse floor. Nearly every state in the 
unicm has some stake in the economic value of these necessary inputs. 

A considerable portion of the farm machinery used is manufactured in Mid- 
west states like Michigan, Indiana, Illinois and Iowa. Pesticides aud iei-ti;/. s 
are produced in Texas, Utah, Tennessee. New Jersey, Arkansas, Delaware. New 
Mexico and Florida. Plant bed covers are largely made in Missfni i ani N*»w 
Jersey, irrigation eriuipment in states west of the Mi.s.sissippi. and burlap in 
Minnesota. The production of thc^se and all i>ther inputs provides a great share of 
employment aud incc»me for the citizens of the states concerned. 

In summation, then, the tobacco industry is the sustaining factor in the lives 
of millions of ^Vmericans, The employment and income generated by the indus- 
try at every stage makes it clear that tobacco is of tremendous significance in 
the U.S. economy. 

Kentucky 
Distribution level (1976) : 

Primary tol>acef> wholesalers : 

1. Number of establishments 46 

2. Employment 728 

3- Payroll (thousands) $6,963 

4- Value of tobacco product .sales $179,617,010 

5. State tobacco tax collections (thousands) $22,196 

6. Toliacco tax < percent) of State tax collections 1,58 

7. Gross county and city tobacco taxes 

Retailers handling tobacco products : 

8. Number of establishments 26. 504 

9. Tol>acco product sales (millions) $277 

10. Grojss sales tax attributable to tobacco (millions) $13.85 

Farm level (1977) : 
Farms: 

IL Numlier of farms producing tobacofi 103.000 

12- Toljiacco acreage harvested < thousands) 199.8 

13. Tobacco poundage harvested (millions) 470.5 

14- Farm variable cost (millions) $370.4 

15. Hours of farm labor employed (millions) 58.8 

16. Value of farm labor (millions) $168.2 

17. c;a»h receipts from all U^KkGOu (millions) $619 

18. Tobaoc^i (percent) of total farm cash receipts 33.8 

19- Real €?state tax collections (millions) $3.5 

Aucti^Hi warehous-es: 

20- Numfier of sales fl^jors 245 

2U Numljer of markets 40 

Processing and manufactoring level (1976) : 

22. Number '>f establishments 20 

23. Employment ::. ^9.000 

24- PayroU '$115,000,000 

2x Cojft of material (mlUif/tih^ ^ S500- 2 

26- Value added (milli^/ns) ^$i&9&.6 

27. Value of shipments (millions i ^ $1, 202L 9 

> lBrf»<lf tStSMTtttt Bajtnfftetmlag plsati only. 

***"^'"i?!''^^""*^*' f?i"«'»_-«^ *■ vndaetlam of tPteeea: PiodflcC, T 
empuj, IatenuitioMlHsrTCitC«.;cit7,LofiteTiIlcu 
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The Economic Importance of the U.S. Tobacco Industry 

(By Robert H. Miller, Agricultural Economist, Commodity Economics Division, 
Economics, Statistics, and Cooperatives Service, U.S. Department of Agri- 
culture) 

the main sectors, by states 

Farm Production. — In 1977, about 276,000 farms produced tobacco having 
a cash value of $2.3 billion. Although twenty-three states have farms growing 
tobacco, most of them are in the South. Six states accounted for 90 percent or 
more of the tobacoo allotments, farms producing tobacco, cash receipts, and 
employment. Detailed information for all states is given in Table 1 and 2 which 
show farm production, hours of labor, labor and other direct costs (excluding 
rent) , crop value, and allotment value. 

The tabulation below shows the six leading states, ranked by the amount of 
cash receipts from tobacco. For the country as a whole, tobacco cash receipts 
were 2.5 percent of total cash farm receipts; for the six states the percentage 
is 22. The heavy concentration of this crop is evident from the figures — North 
Carolina and Kentucky account for 64 percent of the cash receipts from this crop. 

Tobacco cash Percent of total 

receipts farm cash 

State (millions) receipts (percent) 

North Carolina 

Kentucl<y.. - 

South Carolina 

Virginia 

Georgia 

Tennessee 

In the 3 leading States, North Carolina, Kentucky and South Carolina, tobacco 
is the leading source of cash receipts from farm marketings and ranks high in 
Virginia, Georgia, and Tennessee. However, the relative importance of tobacco 
in total cash farm receipts has declined. For the 6 State area, cash farm receipts 
jumped 180 percent fi-om 1955-59 (average) to 1977; tobacco receipts gained 118 
percent. As a result, tobacco declined in importance from 28 percent of cash 
receipts in 1955-59 to 21 percent in 1976 (22 percent in 1977, when crops were 
seriously hurt by drought). 

5 LEADING COMMODITIES RANKED ACCORDING TO CASH RECEIPTS, 6 LEADING TOBACCO STATES, 1976 

State 12 3 4 5 

North Carolina Tobacco Broilers.-. Hogs Corn Dairy products. 

Kentucky do Cattle claves Dairy products do Soybeans. 

South Carolina do___ Soybeans Corn _._ Eggs. Hogs. 

Virginia Dairy products Tobacco Cattle calves Broilers Do. 

Georgia 1 _ Broilers Peanuts _— Eggs Corn Soybeans. 

Tennessee Cattle calves Soybeans Dairy products Tobacco Hogs. 

1 6, hogs; 7, cattle calves; 8, tobacco. 

Source: Compiled from "State Farm Income Statistics," Supp. to Stat Bui. 576, Economic Research Service, U.S. Depart- 
ment of Agriculture, 1977, 

TOBACCO'S SHARE OF CASH FARM RECEIPTS FROM MARKETINGS, 6 LEADING STATES, 1955-59, 1967, AND 1977 

[In percent] 

State 1955-59 1967 1977 » 

North Carolina 

Kentucky 

South Carolina 

Virginia 

Georgia 

Tennessee 

6-Statearea 27.8 26.8 21.7 

1 Preliminary. 
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farms 


Percent 


allotments 


producing 


of total 


(farms) 


tobacco 


farms 


166, 233 


103.000 


83.1 


134,018 


52,000 


42.6 


104, 709 


62,000 


50.4 


43,673 


21.000 


29.2 


25,330 


5,000 


7.1 


23,907 


6,000 


12.8 
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Prom 1955-59 to 1977, North Carolina, the largest tobacco-producing State, 
had a 173 percent increase in cash farm receipts, but a 91 percent increase in 
receipts from tobacco. Tobacco declined from 47 percent of total receipts in 1955- 
59 to 33 percent in 1977. Other States in the south-eastern producing area had 
gains in total cash farm receipts ranging from 126 percent in Virginia to 218 
percent in Georgia. Cash receipts from tobacco relative to all commodities de- 
creased for all States in the six State area. 

Farm numbers further illustrates the importance of tobacco : 



state 

Kentucky 

North Carolina 

Tennessee 

Virginia 

Georgia 

South Carolina 

In addition to the dominant tobacco-growing states, the following six states 
have from 100 to 7,600 farms producing tobacco, accounting for virtually all of 
the remaining 10 percent of farm income from this crop. 

Tobacco Farms Tobacco 

allotments producing cash receipts 

State (farms) tobacco (millions) 

Florida 

Maryland 

Ohio 

Indiana 

Connecticut. 

Wisconsin 

Farms growing tobacco are relatively small, but a number of crops besides 
tobacco are grown. Tobacco accounts for 3.3 percent of the area planted for 
the 6 leading tobacco producing States. North Carolina, the ranking State has 
8 percent of crop acreage in tobacco. The acreage planted in tobacco averages 
approximately 3^ acres per farm, nationally. However, the range is considerable. 
In Tennessee, the average is slightly over one acre per farm. At the other extreme, 
Connecticut farms average 37 acres. 

County Patterns. — ^Tobacco allotment and Census of Agriculture data show the 
number of counties with farm allotments or farms growing tobacco. Of 3,068 
counties and parishes in the United States, 21 percent, or 651 counties report 
tobacco allotments or production. 

Farm earnings are a major source of earnings in many counties where to- 
abcco is grown. In addition, a major share of the farm earnings are derived from 
such primary crops as tobacco. For example, in Maryland, tobacco ranks seventh 
as a source of cash farm income (3.3 percent of the total),, but virtually all the 
tobacco is grown in 5 counties of southern Maryland where it represents about 
44 i)ercent of cash receipts from farm marketings. 

Farmers are changing from a reliance on single crop agriculture as the major 
source of income. However, major changes in agriculture policy pertaining to 
tobacco would have a substantial effect on the economies of many local com- 
munities. (D.H. Carley, Farm Earnings: Total Earning Relationships in South- 
west Georgia, Research Bulletin 173, Dept. of Agricultural Economics, Georgia 
Station, 1975). 

Tohacco Leaf Handling and Processing. — The processing sector of the tobacco 
industry (defined by Census as stemming and redrying) generally follows the 
geographical pattern set by tobacco growing. The principal states, ranked by 
total income are shown below. 
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STEMMING AND REDRYIN6 PLANTS, 1972 



29 


n57 

«30 


S5.4 


11 


»1.5 


13 


36 


2.5 


6 


M2 


».5 


2 


M-3 


«.l 


3 


»4-8 


«.3 


19 


7.9 





Value added i Employees i 
State Establishments (millions) (thousands) 

North Carolina 

Kentucky 

Virginia 

Tennessee 

South Carolina 

Florida 

Northeast region' 

Total 91 153.6 11.4 

1 1976 equals $277,500,000 and 12,500, respectively. Detail by States not available but the 1972 distribution continued. 

- Estimated. 

s Includes 2 plants in Louisiana. 

These four leading states account for well over 80 percent of the business 
volume of plants in tobacco processing (stemming and redrying). Virtually all 
of this processing is done at specialized plants, with only about 3 percent of 
the U.S. total done at other kinds of factories primarily cigarette plants. 

The Mcmufacturing Industry, — ^The 180 manufacturing establishments in the 
tobacco products industry are located in twenty-nine states. With nationwide 
sales organizations, however, the industry provides employment in all fifty 
states. In contrast to tobacco growing, which is highly labor intensive, cigarette 
manufacturing is less so. Other tobacco product manufacturing is less so. 

The high degree of concentration of cigarette manufacturing means virtually 
all of the output is found in three States as follows : 

CIGARETTE PLANTS, 1972 

Establish- Value added i Employees > 
ments (millions) (thousands) 

North Carolina 5 

Virginia 3 

Kentucky 3 



$1,198.5 


17.6 


»524.9 


Ml.O 


464.4 


9.5 



Total 11 2, 187. 8 38. 1 

1 1976 equals $3,591,900,000 and 40,800, respectively. Detail by States not available. 
3 Estimated. 

Other tobacco products account for less than 10 percent of the retail value of 
tobacco products but are manufactured in more numerous, smaller scale fac- 
tories than cigarettes. The number of factories manufacturing cigars and chew- 
ing and smoking tobacco has been declining for many years, but remain more 
scattered geographically than in the case of cigarettes. 

CIGAR FACTORIES, 1972 

Value added Employees 

State Establishments (millions) ^ (thousands) i 

Pennsylvania 

Florida 

Alabama 

Georgia 

Kentucky 

South Carolina 

Ohio 

Indiana 

Other States* 

Total 132 192. 5 13. 5 

1 1976 equals $147,500 and 8,400, respectively. 

2 Estimated. 

* Detail by States not available. 
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CHEWING AND SMOKING FACTORIES, 1972* 



State 



Establish- Value added i 
ments (millions) 



Employeeai 
(Viousandf) 



Tennessee 

Virginia 

Illinois 

New Jersey.... 
North Carolina 

Ohio 

Missouri 

West Virginia.. 

Kentucky 

Other States'.. 

Total... 





$20.0 

10-19.0 

S^O 

5-9.0 

5-9.0 

10-19.0 

5-9.0 

2-4.0 

2-4.0 

5.9 


0.6 




.6 








2 




.4 




.!! 






5 




: 12 









37 



103.2 



3.1 



1 1976 equals $161,000,000 and 3.100, respectively. 

« Estimated. 

s Detail by States not available. 

Tobacco Product Disiribution — The tobacco industry has perhaps the mott 
widely dispersed distribution system to be found for any product in the country. 
TheBe are about 3 thousand wholesale establishments handling the distribution 
of tobacco products to retail channels. In 1976, wholesale sales amounted to 
nearly $11 billion. Table 3 presents wholesale and retail sales data by State as 
well as excise tax collections for the combined tobacco products industries* Oveir- 
all, the distribution of this product through wholesale and retail ^h^Trn^if iO" 
volves an estimated 200 thousand perscMis. 

TABLE 1.— TOBACCO: ALLOTMENTS, FARMS, PRODUCTION PRICE, VALUE. BY STATES, 1977 



State 



Farms producing 
tobacco 

Farm 

allot- 
ments 
(number) Number 



Area 



As harvested 
percent of (thousand 
all farms acres) 



Produc- 



Yield 


tion 


per acre 


(million 


(pounds) 


pounds) 


1,900 


1.1 


1.619 


6.1 


1,997 


25.2 


2,075 


134.9 


2,500 


19.0 


2,355 


470.5 


900 


.1 


1.300 


29.9 


1,654 


1.9 


2,300 


5.8 


1,890 


741.7 


2,224 


24.9 


1,810 


23.5 


2.035 


138.4 


2,012 


143.6 


1,767 


141.0 


1,800 


3.1 


1,978 


23.5 


(») 


« 



Price Value of 

per produe- 

pound tiot 

(cents) (minimis) 



Alabama 291 100 0.1 0.6 

Connecticut 120 100 2.4 3.7 

Florida 7,106 1,400 4.4 12.6 

Georgia 25,330 5,000 7.1 65.0 

Indiana 9,874 5,000 4.9 7.6 

Kentucky 166,233 103.000 83.1 199.8 

Louisiana 25 .1 .2 

Maryland 3,000 17.1 23.0 

Massachusetts 85 50 .9 1.2 

Missouri 1,492 1,000 .7 2.5 

North Carolina 134.018 52,000 42.6 392.5 

Ohio 11,771 7,600 6.6 11.2 

Pennsylvania 21 2,500 3.5 13.0 

South Carolina 23,907 6,000 12.8 68.0 

Tennessee 104,704 62,000 50.4 71.4 

Virginia 43,673 21,000 29.2 79.8 

West Virginia 4,253 3,000 U.5 1.7 

Wisconsin 4.573 3,100 3.1 11.9 

Other States M43 75 (») (») 

United States 537,435 275,950 10(5 



111.0 
377.1 
122.5 
115.0 
119.5 
121.6 
154.8 
110.0 
458.6 
116.0 
116.8 
112. 5 

60.0 
123.5 
121.1 
116.3 
112.5 

85.5 
(») 



ki 

30.9 

155.1 

22.7 

571.8 

.2 

32.9 

8.8 

6.7 

866.2 

28.0 

14.1 

170.9 

173.9 

164.0 

3.4 

20.1 

CO 



965.6 2,003 1,934.2 118.6 2.293.8 



lEstiiMted. 

3 Arkansas, IHiaots, Kaesas. MiiMesota, and New York. 

>Negligifale. 



Soufce: 
Service. 



Data from Agricultural StabilizatiMi Mn4 Conservttioii Service, and EcoMinics. Statistics, aad Cooperatives 
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TABLE 2.— TOBACCO, LSTIMATED COSTS AND RETURNS, ALLOTMENT VALUE. BY STATES. 1977 
[DoHar amounts In millionsl 





Farm labor used for 
tobacco 


Other 

costs 

excluding 

renti 


Real estate 
taxes 


Residual, 
allotment 
and man- 
agement 


Total crop 
value 


Allotment 
value 


StatA 


Hours 


Value 


Alabama 

Connecticut 

Florida 

Georgia 

Indiana 

Kentucky 

Marylandirri^I^IIII" 


0.1 
3.6 
3.0 

16.3 
2.1 

58.8 

: a 

1.3 

.7 

89.6 

3.3 

3.1 

18.0 

17.0 

20.4 

.5 

2.8 


10.6 

6.9 

37.6 

6.2 

168.2 

.1 

12.8 

3.7 

2.1 

207.0 

9.8 

9.2 

41.6 

50.3 

46.3 

1.6 

6.7 


$0.6 

4.5 

13.3 

72.3 

7.5 

202.2 

.1 

15.6 

1.6 

2.6 

398.0 

11.8 

11.2 

80.0 

60.5 

79.0 

1.9 

8.1 


.3 
1.5 

.2 
3.5 

^{ 

7.0 
.3 
.1 
1.0 
1.0 
1.1 


$0.3 

7.6 

10.4 

43.7 

8.8 

197.9 

4^^ 

3.5 

1.9 

254.2 

6.1 

-6.4 

48.3 

62.1 

37.6 

-d 


$1.2 

22.8 

30.9 
155.1 

22.7 
571.8 
.2 .. 

32.9 .. 

8.8 

6.7 
866.2 

28.0 

14.1 .. 

170.9 

173.9 

164.0 

3.4 

20.1 


52.0- 
280. a 

38,0 
900.0 


Massachusetts 

Missouri 

North Carolina . . . 


L 700.0 


Ohio 

Pennsylvania 


38.0 


South Carolina 


300. 0> 


Tennessee 

Virginia 

West Virginia 


220.0 

240.0 

5.2 


Wisconsin 


5. J 


United States..... 


246.9 


621.0 


970.8 


16.5 


685.4 


2.293.7 


3.790.8. 



linery a 
s Less than $500,000. 

Source: Robert H. Miller, Economics. Statistics, and Cooperatives Services, U.S. Department of Agriculture. 
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TABLE 3.— TOBACCO PRODUCTS-VALUE OF PRODUCTS DISTRIBUTED AND STATE TAX COLLECTIONS, BY STATE. 

1976 

IDollar amounts in millionsl 



State 



Tobacco tax collection 



Value of tobacco products 



Share of all 
taxes 
Amount (percent) Wholesale 



Retail > 



Alabama $48.6 3.9 $177 

Alaska 4.7 .8 17 

Arizona 35.6 3.5 72 

Arkansas 45.1 6.2 91 

California 268.5 2.5 774 

Cotorado 32.7 3.4 108 

Connecticut 73.4 5.8 183 

Delaware 12.4 3.5 32 

District of Columbia 11.9 1.8 57 

Ftorida 185.6 6.3 273 

Georsia 73.2 4.4 212 

Hawaii 9.8 1.5 41 

Idaho 9.5 2.9 36 

Illinois 174.5 3.7 687 

Indiana 51.0 2.7 297 

Iowa 46.2 8.8 172 

Kansas 31.5 3.7 136 

Kentucky 21.8 1.6 180 

Louisiana 56.3 3.4 172 

Maine 24.1 4.5 56 

Maryland 54.5 2.8 225 

Massachusetts 141.9 5.2 343 

Michifan 138.6 3.7 503 

Minnesota 83.3 3.8 20O 

Mississippi 30.9 3.5 106 

Missouri. 58.8 4.1 264 

Montana 11.4 4.1 40 

Nebraska 22.5 4.6 90 

Nevada 11.2 3.8 24 

New Hampshire 26.7 14.5 38 

NewJersey 166.2 7.2 424 

NewMexko 13.7 2.4 49 

New York 333.4 3.4 926 

North Carolina 20.9 1.0 232 

North DakoU 8.6 3.0 35 

Ohio 194.8 5.9 598 

Oklahoma. 51.2 5.1 145 

Oregon 30.7 3.7 111 

Pennsylvania 245.0 4.8 707 

Rhode Isiaiid 24.5 6.3 60 

South Careliw 23.4 2.2 107 

South Oekola. 9.1 4.7 35 

Tennessee 66.1 5.2 188 

Teas 281.7 6.7 533 

Utah 7.5 1.6 48 

Vermont 9.9 4.8 25 

Virginia 17.7 1.0 256 

Washinghm 59.0 3.2 188 

West VirSiia 27.0 3.2 110 

Wtscoosin 84.2 3.5 238 

Wyoming. 4^6 2^4 19 

Total 3,475.6 TS 10.639 



$273 

I? 

1,192 



^ 



1,057 
458 

266 
210 
277 
266 

86 
347 
528 
774 
306 
163 
407 

62 
139 

37 

59 
6S3 

75 

1.426 

357 

54 
921 
223 

m 

166 

54 

296 

8Z1 

74 
» 
364 
296 
1€6 
367 
26 



16,3 



t Wholesaie vatae increaaed emfermly by States to eqeal U.S. retail total. 

Somce: "Tax Administrators News," Federatkm of Tax Administrators . Apri 
^'Govenmien^ Hnaoen in Uf5-76." 6F-76, No. 5. 1977, pp. 47-49; 'SaTD Cobrdinitor', 
Tobacco Distribotors. 1977. pp. 213-8. 
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Senator Ford. The next witness representing tobacco warehouse- 
men will be Mr. Phil Wells, president, Burley Auction Warehouse 
Association and he's from Glasgow. Phil, will you come forward and 
we would be delighted to hear your testimony. 

STATEMENT OF PHIL WELLS, PRESIDENT, BURLEY AUCTION 
WAREHOUSE ASSOCIATION, GLASGOW, XY. 

Mr. Wells. Thank you, Senator. The statement I would like to read 
to this committee, with some changes, is the official position of my 
association on S. 3118, and it^s already been presented to you in Lex- 
ington yesterday, but I would like to present it from this section of 
the State of Kentucky today. 

Senator Ford. Fine. I appreciate it Phil. If you would proceed, we 
would be delighted to hear it. 

Mr. Wells. My name is Phil B. Wells, Glasgow, Ky. I am presi- 
dent of the board of the Burley Auction Warehouse Association, a 
trade association representing auction warehouses in eight States com- 
prising 379 warehouses on 61 markets. In addition, I serve as a director 
of the Council for Burley Tobacco, a member of the Grovemor of Ken- 
tuckey's Agricultural Advisory Committee, and director of the Ken- 
tucky Tobacco and Health Institute. Also, I am testifying as a tobacco 
warehouseman. 

I would like to commend Senator Ford and the Consumer Subcom- 
mittee of the Senate Committee of Commerce, Science, and Transpor- 
tation for holding this hearing to consider S. 3118, the Smoking Deter- 
rence Act of 1978. 

May I begin saying that for over 200 years burley tobacco has been 
an economic lifeline to Kentucky. Beginning in 1790 when Kentucky- 
was part of Virginia, farmers shipped over 250,000 pounds of leaf to 
New Orleans. 

Although times have changed, the importance of tobacco to Ken- 
tucky is now greater than ever. We rank the highest of any State as to 
the percentage of cash receipts from tobacco to total farm marketings. 
It is not only our largest cash crop, but this year's crop will contribute 
over $600 million to our economy. This comes from 179,000 acres, 143,- 
000 allotments, and over 120,000 tobacco farm families depending on 
tobacco for their livelihood. In addition, they in turn employ many 
thousands of Kentuckians during the growing, harvesting, and mar- 
keting season. 

This is just a beginning of the economic lifeline that begins cm the 
farm. The $600 million cash receipts in less than 2 monUis' time is 
conservatively turned over four to five times throughout almost every 
segment of our consumer market. Merchants, bankers, local govern- 
ments, or you might say, every Kentuckian shares in the economic ben- 
efits from Kentuckey's golden burley. 

There are the manufacturing plants, numerous processing plants^ 
and over 200 auction warehouses that will handle this year's over 425 
million pounds of the golden leaf. 

All Kentuckians are proud of this important cash crop and what it 
means to our Commonwealth. We are also proud of the fact that it is 
the most successful commodity program that has been administered at 
the Federal level without cost to the taxpayers. There is a imited effort 
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from the Governor's office down to the countjr courthouses in all 120 
counties to help promote and support the continuation of our success- 
ful tobacco program. Naturally, this interest extends to Washington 
where our distinguished Kentucky Senators, Wendell Ford and |*i)ee'^ 
Huddleston, along with our Representatives in the House are in the 
forefront to su]>port and protect our interests. 

S. 3118, which provides for regulations and restrictio«is on smoking 
in Federal facilities plus a so-called Health Protection Act, is a per- 
fect example of a bureaucratic attempt l^ the do-gooders and social 
reformers of this coimtry to de^roy an mdustry that not only fur- 
nishes a livelihood for over 750,000 farm families, but produces over 
$6 billion in taxes to our Federal, State, and local governments. 

My predecessor, Albert G. Clay, who was president of the Burley 
Auction Warehouae Association at the time, was one of the 14 sponsors 
of the Tobacco Industry Research Committee created in 1954 when the 
health issue surfaced. He is the only living member of this 14-man 
group that issued a statement to cigarette smokers that appeared in 
every major newspaper in this country. May I quote from that state- 
ment which appears as part of my testimony, because what was said 
then is true today. 

Statistics purporting to link cigarette smoking with a disease could apply 
with equal force to any one of many other aspects of modem Ufe. Indeed, the 
validity of the statistics themselves is questioned by numerous seientists. 

We accept an interest in people's health as a basic responsibiUty paramount 
to every other consideration in our business. 

We (always have and always will cooperate closely with those whose task it is 
to safeguard the public health. 

Por more than 300 years, tobacco has g^iven solace, relaxation, and enjoyment 
to mankind. At one time or another during those years, critics have held it 
responsible for practicaUy every dtisease of the human body. One by one thesft 
charges have been abandoned for liack of evidence. 

We are pledging aid and assistance to the research effort into all phases of 
tobacco use and health. 

S. 3118 is not only an attempt to destroy a legitimate industry by 
unreasonable restrictions, but it would create another bureaucratic 
instrumentality that would burden our taxpayers and deprive them of 
their individual freedom. 

The entire bill is another attempt to further Government inter- 
vention into private lives and personal preferences. 

The health protective tax it proposes is discriminating, ridiculous, 
and would be impossible to enforce. 

The labeling requirements are unjust, unwarranted, misleading, 
and incmisistent with scientific and research findings. 

This imi)ortant American industry and the over 1 million persons 
employed full time and part time in its production have been the 
victims, too long, of false accusations, damaging labels, and mislead- 
ing statistics without supportive scientific evidence. 

There is no more justification for this legislation tlian a bill that 
would segregate people who used a certain fragrance of hair spray 
or face lotion because it was objectionable to others. The presence of 
tobacco smoke has not been proven to be harmful to health. I^et's not 
forget that we still live in a country where freedom of choice and 
preference should be as important as freedom of speech. 

Thank you, sir, and I will be glad to answer any questions you 
have. 
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Senator Ford. You make some very good points. One question I 
want to pursue a little bit further is the employment. In your state- 
ment you say, "This important American industry and the over 1 
million persons employed full-time and part-time in its production 
has been the victim." What I wanted to get to was the 1 million 
persons employed full or part time. 

Now are you talking about the total American industry ? 

Mr. Wells. Yes, sir, all types of tobacco. 

Senator Ford. Well, this is the first time we have gone over the 
holders of Kentucky and I just mentioned a little while ago I was 
hopeful I could take this kind of hearing into other States, to see 
what the effects on the economy might be as it relates to tobacco. 
I understood from yesterday's testimony there are about 30 markets 
in Kentucky and about 200 auction warehouses. How much employ- 
ment do you have within the warehousing industry itself ? 

Mr. Wells. Within the State ? 

Senator Ford. Yes ; just in the Commonwealth. 

Mr. Wells. Senator, I don't have those fi2:ures at hand right now 
on the total employment of the State of Kentucky. 

Senator Ford. Could we make an educated guess so that we can 
put it in the record at is relates to warehouse employment. This is 
seasonal work and it's very important as it relates to the communities 
in which you have the warehouses and its sales. 

Mr. Wells. Well, with a total of 200 auction warehouses in the 
State, I would have to venture to say somewhere around 60,000 
employees. 

Senator Ford. O.K. So we'll say an educated guess would put it in 
that area — most of it is part time, but in the warehouse business you 
do have to have full-time people year-round. You can't just close 
the door. 

Mr. Wells. You don't have many of those but there are some. 
Senator Ford. Do you know of a business in Kentucky that would 
not be affected if tobacco was eliminated as a cash crop ? 

Mr, Wells. In my opinion, I know of no business at all. In my 
own community I know that every business would be affected by the 
tobacco industry. It is affected by the tobacco industry and if we 
should lose it, we would have a lot of long faces in Glasgow — ^the 
bankers and the business people and all. I know that. I know they 
woul d make that statement themselves. 

Senator Ford. We have some testimony from the banking industry 
but perhaps not enough. If the bill is approved and the President 
signs it and it goes into effect, it is estimated that Kentuckv would 
lose 30 percent of its production. What would that do to the banking 
industry, your savings and loans and all the financial institutions 
here ? 

Mr. Wells. The banks in my particular area, Glasgow, for the 
farmer, he has to have a tobacco crop, and a lot of farmers borrow 
on the strength of their tobacco crop to finish the crop out or borrow 
money to buy machinery and so on. If they don't have a tobacco 
crop, they have pretty slim chances sometimes. 

Senator Ford. Would I be reasonable in saying that we have heard 
testimony where soybeans and grain money can be borrowed, but 
would I be safe in saying that tobacco is the backbone of the financial 
structure of the farm family ? 
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Mr. Wells. It definitely is in Warren County, in Glasgow. 

Senator Ford. So we're saying that in order to get into other crops 
they borrow on the tobacco crop, get a loan on it. I'm sure they pay 
that off before they get their checks sometimes. 

Mr. Wells. Yes, sir. 

Senator Ford. If they didn't have that, they couldn't do the other re- 
lated things, the farm family, if they did not have the tobacco to 
stabilize it? 

Mr. Wells. Not in my area, no, sir; they definitely could not. I'd 
like to make another comment. The only crop, or the only commodity 
that I know that can take the place of tobacco on a small acreage 
would be a gushing oil well. 

Senator Ford. Well, that's not a bad idea, but there are not many of 
them around. It would help to eliminate our energy shortage too. I was 
talking to a fellow in Louisville the other night and he was drilling for 
water and he hit a gas well and he couldn't find anybody to shut it off. 
So maybe there is some luck around. 

One of the experts at the University of Kentuckjr said that a 130- 
acre farm, if you re going to replace that with something else, in trying 
to analyze it, it would take 160 sheep. Of course, that's more sheep than 
you have land to graze them on. He said the top soil would be down to 
Mexico within a few years if you tried to do that. Of course, if you had 
that many sheep we would be eating nothing but mutton and that's not 
« bad deal sometimes, but not all the time. 

Phil, you have been an excellent witness this morning. We are de- 
lighted to have you and I assure you that your statement representing 
the oflScial position of the Warehouse Association will be carried to the 
right places and people will at least have an opportunity to read it. 
If they won't read it, I guarantee they will hear it if they will listen 
to it. Thank you very much. We appreciate it. 

The next witness this morning will be from the tobacco dealers, Mr. 
Prank Snodgrass, vice president and managing director, Burley & 
T)ark Leaf Export Association from Washington. Frank we are 
•delighted to have you this morning and we appreciate your being 
liere and we look forward to hearing your testimony. 

STATEHEHT OF TBANK B. SNODGRASS, VICE PRESIDENT AND HAN- 
AOINa DIRECTOR, BTJRLET & DARK LEAP TOBACCO EXPORT 
ASSOCIATION, INC. 

'Mr. SxoDGRASs. Thank you. 

Mr. Chairman and members of the staff of the committee : For the 
^record, I am Frank B. Snodgrass, vice president and managing direc- 
tor of the Burley & Dark Leaf Tobacco Association, Inc., with oflSces 
-at 1100 17th Street N.W., Washington, D.C. I am also a resident of 
'Bowling Green, Ky., even though I've represented this association in 
IVashington for the past 20 years. 

Senator Ford. That just shows good judgment. 

Mr. Snodgrass. Right. The association I represent is a federated 
•trade association, composed of the following member organizations 
representing growers, warehousemen, and exporters of burley and 
•dark tobacco : Association of Dark Leaf Tobacco Dealers & Exporters, 
Itfayfield, Ky.: Burley Auction Warehouse Association, Mou 
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Sterling, Ky . ; Burley Leaf Tobacco Dealers Association, Lexington, 
Ky. ; Burley Stabilization Corp., Kjioxville, Tenn. ; Burley Tobacco 
Growers (Cooperative Association, Lexington, Ky.; Eastern Dark 
Fired Tobacco Growers Association, Springfield, Tenn. ; Kentucky 
Farm Bureau Federation, Louisville, Ky. ; Stemming District Tobacco 
Association, Henderson, Ky.; and Western Dark Fried Tobacco 
Growers Association, Murray, Ky. 

I greatly appreciate this opportunity of appearing before your com- 
mittee and giving the views of our organization concerning S. 3118, 
the Smoking Deterrence Act of 1978 and the economic impact of such ^ 
legislation on the tobacco industry in Kentucky and the national 
economy. 

Although the piece of legislation under discussion today died with 
the adjournment of the 2d session of the 95th Congress, I think it is 
essential that we be given an opportunity to develop legislative history 
in anticipation that a similar bill' will be introduced by Senator 
Kennedy, or some other antitobacco zealot, when the 96th Congress 
convenes. 

You have expressed particular interest in the effect of the taxing 
provisions of the bill. I have the pleasure of also serving as the chair- 
man of the Tobacco Tax Coimcil, with offices in Eichmond, Va. It is 
hoped that members of the Tobacco Tax Council staff would be af- 
forded an opportunity to testify on this particular subject, to give 
detailed information at some later date if further consideration of this 
measure is deemed necessary. 

Senator Ford. Let me stop you at that point and just say to you 
that if additional hearings are held in Washington, and I suspect they 
will be 

Mr. Snodgrass. Yes. The Finance Committee has not reviewed it as 
of now. 

Senator Ford. They will have to come before me for certain segments, 
and I guarantee they will have an opportunity to testify. 

Mr. Snodgrass. I do wish to confine my brief remarks to the taxing 
provisions of the bill. 

The tobacco industry has played a significant role in the development 
of this Nation, and it continues to provide jobs and incomes for many 
people. Thereiore, I become gravely concerned when legislation is pro- 
posed that will adversely affect the tobacco industry and the flow of 
economic benefits it provides. 

The proposed Smoking Deterrence Act of 1978, S. 3118, interferes 
with the rights of smokers and establishes a new system of cigarette 
taxes which will have adverse consequences for all sectors of the tobacco 
industry. The graduated Federal cigarette tax called for in this legis- 
lation is based on the tar and nicotine content of cigarettes. Nationally^ 
such legislation has been proposed before in 1967, 1971, 1973, and 1976. 
You may recall that New York City had a tar and nicotine tax from 
July 1971 to December 1975. The city repealed the tax because it pre- 
sented serious administrative and enforcement problems. 

The proposed Federal tar and nicotine tax would present the same 
administrative difficiilties. The tax will complicate the pricing process 
by creating a multidimensioned price structure which will be capable 
of changing over time ae the tar and nicotine content of cigarettes 
fluctuate. TVTiolesalers presently invoice cigarettes in each tax jurisdic- 
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tion at two prices per carton, one for regular and king size, and a 
sliffhtly higher price for lOO'S and over in size. Sellers are not equipped 
to have a separate price for each brand of cigarettes. Most retailers do 
not mark the price of cigarettes on individual packs and cartons. They 
only sell cigarette at two prices, reflecting differences in length only. 
Therefore, the multipricing structure required by the piX)posed legis- 
lation would be especially burdensome for retailed. The additional 
tax would mean additional borrowed capital to finance cigarette in- 
ventories and accounts receivable. 

Furthermore, vending machines cannot be modified to handle more 
than three different prices. Replacement or modifications would cost 
this group of distributors hundreds of millions of dollars. 

Since the proposed Federal tar and nicotine tax will be collected at 
the manufacturing level, the compliance costs for the manufacturer 
will increase. The cigarette manufacturers will be required to record 
sales by brand and brand item so that the proportion of sales falling 
within each category can be audited. The additional administrative 
work and accounting required will increase compliance costs. 

A Federal tar and nicotine tax will significantly reduce tax revenues 
generated by State and local govermnents. While Federal cigarette 
tax revenues would increase, the higher prices and lower consumption 
resulting from the imposition of a tar and nicotine tax would reduce 
State tax-paid cigarette sales and thus reduce State cigarette tax 
revenues. XJSDA officials have said that State and local revenues would 
decline by a minimum of 3 to 7 percent. 

The tar and nicotine tax is inequitable. It will actively discriminate 
against the poor by imposing a disproportionate burden on families 
in the lower income groups. 

Finally, I am opposed to the proposed legislation because it will 
adversely affect the tobacco farmer. In order to assess the effects of 
the tax on tobacco farmers, let's trace back the retail market changes 
to the farm level. The farm demand for tobacco is derived from the 
retail demand for tobacco products. The proposed tar and nicotine 
tax will decrease the retail demand for tobacco products. Conse- 
quently, processors and manufacturers will not need as much tobacco, 
and this will be reflected in a decrease in the demand for tobacco at 
the farm level. As a result, tobacco farmers wall produce and sell less 
tobacco, and their farm incomes will decline. 

In summary, S. 3118 should be opposed by all concerned citizens. 
The administrative disadvantages of a Federal tar and nicotine tax 
are numerous. The tax is inequitable and will adversely affect State 
tax revenues. Finally, S. 3118 should be opposed because it will result 
in significant losses for the tobacco farmer. 

On behalf of the membership of my organization, I urge you to 
oppose this legislation. 

Senator, before I close my remarks, I would like to publicly express 
tiie appreciation of the growers, wareJiousemon, and export dealei-s 
for your very fine efforts on our l)ehalf in Washington during the 
short time that you have been there. You have been always on the 
battteline looking after the needs of the tobacco industry, and we 
greatly appreciate it. 

Senator Ford. Well, I appreciate the comments, Frank. Of course^ 
I can tell you very easily that it's my job. I have to represent my con- 
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stituency, but I always like a good fight, and this has been a good 
fight and we have been winning it. As long as we are winning, I'm 
g;oing to feel pretty good, but you have to have this sort of informa- 
tion to combat what's going on in Washington. I think we have some- 
thing. I think you have brought up a point, and I want to kind of lean 
back and talk to you a little bit if I can. 

We go back to prohibition days, and prohibition was affecting a 
Kentucky product. We're getting into another prohibition here, I 
think, and it's right out on the table and people can see it. We have 
already had national legislation where you increase the tax — ^that is, 
New York, New Jersey, the nothern area — ^23 cents a pack, I think, in 
New York State, if I'm correct in that figure 

Mr. Snodgrass. Right. 

Senator Ford. So what is happening? The truckers are takings ship- 
ment to the South and coming back through North and South Carolina 
and Kentucky, and picking up cases of cigarettes and putting them in 
their truck and making a few dollars. It's become almost in the Mafia 
arena, and we're getting into the underworld element as it relates to 
the bootlegging. The marihuana shipments from other countries are 
coming in, and we are only stopping 2 to 5 percent of that shipment. 
So they're going to get into the cigarette bootlegging from other coun- 
tries if we get into this, and we nave enacted the anticigarette boot- 
legs^ing legislation this past session of Congress and that just gets 
"Big Brother" into the lives of the local retailer, the wholesaler, where 
he has to keep a record of his sales of cigarettes of 60,000 or more. 
Thev want him to take a license plate, get a social security number, and 
all these sort of things, and it just, I think, proves the point that we 
ought to see as we're going down the path of trying to enact this tax 
or an additional tax on cigarettes, and if we cannot>--if we don't take 
info consideration the experience we had during prohibition as it re- 
lated to alcohol — and now we're getting into cigarettes, a 400-year 
tradition, I think we ought to be able to see it. I hope you will agree 
with that and maybe we can make some of those points. Maybe those 
wlio are more eloquent than I am can do a better job. 

As vice president of your association, Frank, do you think those 
Members of Congress who support antitobacco legislation have taken 
into full consideration the economic importance of the tobacco indus- 
try, not only to the various States, but to the national economy its^slf ? 

Mr. Snodgrass. Very definitely not. I think about 90 percent of their 
interest is for home consumption. They are playing — ^some of them — 
for religious purposes; others of them are out to get the headlines 
because tobacco has been the most recent whipping boy. Maybe it will 
all pass away and some other commodity will assume that position as 
a whipping boy, but they've certainly been on us since 1964. 

Senator Ford. In regard to import /export and the balance of pay- 
ments, which we have had a very sad experience with since the em- 
bargo of 1973, are you familiar with the net balance-of -payment profit 
a? it relates to tobacco ? 

Mr, Snodgrass. On our exports of leaf tobacco and tobacco products 
versus our imports, it's a favorable net payment of about $1.4 billion 
a year, which adds tremendously to our deficit that's been incurred 
with the oil embargo. 
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Senator Ford. So what you're saying is that the tobacco industry ac- 
counts for $1.4 billion on the favorable side of our balance of payments ? 

Mr. Snodgrass. Yes. 

Senator Ford. Knowing the Washington scene, as you do, Frank, 
although S. 3118 was held in captive as vou know — it was not reported 
out of the committee in this session — what kind of tobacco legislation 
do you predict will be introduced in the next Congress ? 

Mr. Snodgrass. Well, it would suit me fine if there were none. 

Senator Fom). I imderstand. Me, too. 

Mr. Snodgrass. I think our tobacco program, Senator, deserves bet- 
ter treatment than we're getting. Since it was formed back in 1943, 
the total cost to the Federal taxpayer or the loss to the Govenynent in 
total has been only $52 million, which represents about one-fourth of 
1 percent of the cost of all other farm conmiodities. 

In addition to that, we have an income to the Federal Government 
and State governments of a little over $6 billion a year. So I don't 
think we have a tobacco subsidy. I think that we are subsidizing the 
Government from the income that the usei-s of tobacco products are 
paying into the Federal Government. 

Senator Ford. In your statement you say that the tax legislation 
based on tar and nicotine has been introduced in 1967, 1971, 1973, and 
1976. Do you doubt but what it will be introduced next session ? 

Mr. Snodgrass. No, I have no doubt. 

Senator Ford. So this same type of legislation, in your judgment of 
the Washington scene, will be mtroduced in the next session? 

Mr. Snodgrass. Yes. very definitely. 

Senator Ford. In your statement you also mentioned that this legis- 
lation could be a large burden on the vending machine operator. I be- 
lieve it's important that the record accurately reflect the precise nature 
of this burden. Could you tell us for the record what would happen to 
the vending machine industry if the multipricing structure in S. 3118 
was implemented ? 

Mr. Snodgrass. Well. No. 1, they would have to rework all the naa- 
chines because if the tax goes up to 50 cents then you would have a dif- 
ferent coinage. 

Second, the machines that are presently produced only permit the 
differential of three prices at a time and conceivably if you had a tax 
based on tar and nicotine of every brand of cigarettes it would require 
a different taxing amount. Now this is one of the problems we run 
into in fighting cigarette taxes at the State leveL Maybe a State 
legislature will increase the cigarette tax a half a cent but right off 
the vendor must chai^ a nickel for it because they are only equipped 
in the vending machmes to work in multiples of 5 cents. So it would 
increase the problem. 

Really, cigarette taxes are a regressive tax in that it is paid by those 
that are least able to pay and get no benefit from it other than the 
pleasure of smokmg. 

Senator Ford. So you're saying that virtually every voiding ma- 
chine in the cooDtry would have to be replaced or reworked and you 
doubt seriously tbat the leworkiiig would produce the number of 
prices that would be neoeflsar^ to acc<Mnmodate this legislation? 

Mr. Sn(mx2RA8S. Very d^Snitdy. 
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Senator Ford. So we're getting into another field, another industry,, 
that is everywhere you so. 

Mr. Snodgrass. Right 

Senator Ford. Do you have any judgment from your association of 
what kind of a burden the retailer might face if he had the prospect 
of selling the many different brands of cigarettes that this bill would 
propose? 

Mr. Snodgrass. I think it would practically eliminate the "Ma and 
Pa" type shop where there's just a man and his wife, because he would 
have to carry such a large inventory and the additional amount of 
borrowing that he would nave to do to initiate it and to maintain all 
))rands would be a hardship on him. So I think it would cause great 
1 1 ardship on a number of retailers. 

Senator Ford. What percentage of Kentucky's tobacco production 
is dark leaf? 

Mr. Snodgrass. It runs about 40 million pounds on your Kentucky- 
Tennessee dark Fire-cured versus about 400 million. About a tenth of 
hurley. 

Senator Ford. Do you have any dollar value on 40 million pounds ? 
It's been selling pretty^ good. 

Mr. Snodgrass. If it sells as well as it did last year, it will bring 
about $1.50 a pound. 

Senator Ford. So we're talking about a $60 million income. 

Mr. Snodgrass. Eight 

Senator Ford. Tve heard the figure $100 million thrown around 
for the State as related to dark tobacco. Is that a little high ? 

Mr. Snodgrass. When you take into consideration dark air-cured, 
I think it's all right* 

Senator Ford. So the $100 million figure would be all right? 

Mr. Snodgrass. Yes. 

Senator Ford. How much of the dark leaf is exported ? 

Mr. Snodgrass. Well, about 50 percent of the dark Fire-cured 
tobacco is exported, the largest market being the Netherlands, and 
al>out 25 to 30 percent of our burley is exported. 

Senator Ford. I've heard that our price for tobacco is much higher 
but they buy it because of the fine quality. 

Mr. Snodgrass. That is veiy true and that's one of the primary goals 
of our association, to maintain that quality, because we cannot com- 
pete pricewise in the international field. You see, our cost of living and 
our taxes and land values are so much ^'eater than some of the emerg- 
ing nations, where they pay 50 cents a day for labor and they're getting 
our know-how, now it's becoming very, very competitive. 

Senator Ford. Well, the tobacco is a pliable product and Repre- 
sentative Blandford made the point I think about the research that's 
going on. We know if they can find an ingredient that is critical it's 
pliable and we can grow it out probably in two growing seasons. So 
with the know-how in the warmer climatee they can produce two 
crops a year. 

Mr. Snodgrass. Right. 

Senator Ford. Whereas we can only produce dnd cnt^. So the quality 
of our tobacco does mean a great deal as it relates to exports. 

Mr. Snodgrass. Very definitely. 
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Senator Ford. Frank, I have kept you long enough. You have been 
a very excellent witness this morning, I assure you that if legislation 
is introduced we are going to have further hearings and the tax people 
will be brought in. We look forward to working with you in the future. 
Thank you. 

The next area of testimony will be in the agribusiness area and he's 
E. Pierce Fulkerson, president, Kentucky Farm & Power Equipment 
Dealers Association from Louisville, Ky. 

STATEMENT OP E. PIEECE FULKERSON, PEESIDENT, KENTUCKY 
FAEM & POWER EQUIPMENT DEALERS ASSOCIATION 

Mr. Fulkerson. Thank you, Senator Ford. 

Senator Ford. Good morning. You may proceed. 

Mr. FtjLkerson. As president of the Kentucky Farm & Power 
Equipment Dealers Association I would like to testify in opposition 
to S. 3118, the Smoking Deterrence Act of 1978. 

I will cite you the latest statistics from the Farm & Industrial 
Equipment Institute's data on farm tractors sold in the State of Ken- 
tucky for the past 2 years. These statistics, official for our industry, 
show the following : 

Of a total of 3,769 farm tractors sold in Kentucky in the 1976-77 
year, 2,256 were of the size utilized by our tobacco farmers and paid 
iov by the receipts from the sale of tobacco crops. In 1977-78, of a total 
of 3,823 tractors sold in Kentucky, 2,286 were of the size utilized by our 
tobacco farmers. This means that almost 60 percent of the tractors sold 
annually in Kentucky are of the under-59 PTO horsepower class used 
on tobacco farms. 

To destroy the tobacco industry, which I feel is the ultimate intent 
of this bill, is to have a great impact upon our f ann equipment industry 
in this State. We have no statistics showing exactly what proportion 
of this 59.8 percent of the tractors are actually purchased by the to- 
bacco farmers, but we feel safe in stating that at least one-third of 
these sales would be lost, resulting in the loss of at least 100 of our 300 
farm equipment dealers in this State, should the growing of tobaccjo 
as a cash orop be destroyed. Therefore, we strongly urge yoii to con- 
sider thfe impact of this and any other such legislation which affectis our 
livelihood and that of so many farmers in our and neighboring States 
and to vote in opposition to any such legislation in tlie Congress. 

I'd like to depart from the text I gave you because I thought about 
it a little more and I got a little more emotional and people get emo- 
tional on both sides of these things. 
- Senator Ford. We need some on our side. 

ISIr. Fulkerson. Yes. Til give you a copy of this for the record, but 
the. public facilities of the Federal Grovernment are paid for by the 
taxes collected from smokers and nonsmokers; if these Senators con- 
sider we who smoke as second-class citizens, unworthy of smoking 
in their presence, would they also consider remitting the taxes we 
paid toward building these iDuildings if we will just move out of 
their beloved presence when we smoke? How about a bill separating 
those who drink from those who don't in Federal facilities such as 
the floor of the Senate or the House ? What about one separating those 
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who commit adultery from those who don't so that we will know our 
wives are protected? Will the next bill prohibit those who ate onions 
the last meal from those of us who didn't eat onions, or garlic? 

Grentlemen, your priorities are away out of order and those who live 
in glass houses should not throw stones. To be more specific, I con- 
sider smoking a minor evil compared to the amassing of fortunes, 
through the selling of whisky, running of rum, or yes, importing 
scotch. I am disappointed that these folks look so lowly at me, a 
smoker. I am not foolish enough to believe that smoking (lannot harm 
me, but I am f oolisk enough to believe that when God gave me the 
right to smoke or not, the U.S. Senate has no right to forbid it nor 
to consider me a second-class citizen because of this fact. 

I wish to express my thanks to Senator Ford for this opportunity to 
speak and for respecting my rights to smoke where I like. I wish him 
every success in defeating this bill submitted by consumer advocates. 
According to GSA these consumer bills are already costing the average 
family $2,000 per year and I'd like to say to those Senators who 
sponsor such bills that we are smarter than we used to be and many of 
us realize that we are just about protected to death as it is. We don't 
need any more protection. We can hardly pay the bills right now. 
Thank you. 

Senator Ford. Thank you very much, Pierce. We will have hearings 
on November 21 and 22 by this same subcommittee in Washington^ 
and we are going to try to get into what regulations and requirements 
by the Federal Government cost the consumer and whether or not 
these regulations and these new requirements have fanned inflation. 
We might develop some very interesting statistics. 

I don't know of anybody else who has gotten into that field, but 1 
can see that almost every time we pass a piece of consumer legislation 
it costs the consumer more. I found that to be a fact, and since I have 
been <!^liairman of this subcommittee we haven't had any consumer 
legislation coming out. We have been trying to kill some measures. 

Let me ask you a question here. If you lose one-third of the sales of 
your tractors and you have 300 farm equipment dealers in this State 
and 100 of those go as a result of the loss of tobacco, do you have any 
idea what the loss of income would be? I'm talking about ](As, taxes 
paid. Do you have any kind of ball park figure or educated guess? 

Mr. FuLKERSON. Not really. I don't know. 

Senator Ford. Well, it does mean, when ;\^ou talk about a total of 
3,769 farm tractors sold in 1976-77, that a third of those tractors may 
not be sold. 

Mr. FuLKERSON. Eight. You can figure about $7,000 per tractor 
in that size as an average figure. 

Senator Ford. So we're talking about $700,000 annually that would 
be lost from just the sales of the tractors. 

Mr. FuLKERSON. Well, we're talking about 2,258 tractors at $7,000 
each. 

Senator Ford. OK. So we're getting at about $2 million, then, aren't 
we, roughly ? I'm not sure that my figures are right. 

Mr. Fulkerson. Ri^ht. 

Senator Ford. I think you've made your point pretty well and I 
have tried to see if there's anything else from your statement tliat T 
would like to ask about. 
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In the sale of toot equipiiinit. if this bill jsoes into edrct vou ^v 
loaghly a third of totit dealerships would clothe. But under the'niv^^iit 
circnrrt=tarjCTe5, wLat kind of oriteriji would the dealers us^ wuh ilje 
farmer in taking P^P^r <« the equifHuent ! I don*t know how y^hi 
wcH^^ it oat. whether throu£:h a iDortga|r^« a loan at the hank« or v.ni 
give credit or whatever it might be. But if you were handling (i)e 
paper — and Fm sure tou do — what kind of criteria wouki you \W ^s 
it relates to Icaning^him money! 

Mr. FiTLKEBscx. Well, of course, tobacco is a bi|r thin|r with what 
we get oar loans aa to buy equipnient with and all vou have to do 
here, when tobacco starts selling, is get around a dealer s lot and 
theyll have all their equipment setting out and you see their activitv 
when this happens. We very much depend on him and we have a thii^l 
at least of our dealers strictly in tooacco country whei« their s^Ies 
are pinpointed. 

Senator Foko. So we've got two effects here. One, if we do aw^y 
with tobacco, we lose a third of our equipment dealers and that has 
a rippling effect also: but under present cireumstances tobacco doe^ 
generate at least one-third of your equipment sales — the money and 
the loans and the mortgages and the interest and the taxes and so 
forth. So there is the plus side and there is the downside. So it seenvs 
if you have a downside and you have a plus side, you ought to keep 
the plus side. 

Mr. FuLKEKSOx. Ri^t. 

Senator Ford. Thank you very much. I appreciate you coming 
fixHn Louisville today to testify and we have several more witnesses* 

Representing the nirm organization today is the president of the 
Kentucky Farm Bureau Federation, a man that resides just south 
of here, J. Robert Wade. Bob, we are delisted to have you this 
morning and I see you have your sterling sUver pipe with Vou and 
it shows you're an affluent farmer and I'm delighted to have you here. 

SIATEHEHT OF J. BOBEBT WADE, PBESIDEHT, KEHTUCKT PABM 
BTTBEATJ FEDEBATION, FBAITELIN, KY. 

Mr. Wade. Thank you. Senator. 

It's good to be with you this morning. Senator Ford and distin- 
guished guests and neighbors, whoever we have here. 

As you know, it's not my style to read, but this morning, to pet the 
facts across the way the farmers on our staff have put them together. 
I'm going to read my testimony, and then well ad-lib from there, if 
that's agreeable. 

As you know, I'm a farmer and a tobacco producer from Simpson 
County. We in Farm Bureau sincerely appreciate the opportunity to 
testify in behalf of our vital tobacco industry before you today. 

Kentucky farmers, I am sure, would like to thank you. Senator Ford, 
|or bringing your subcommittee to Kentucky to hear our views on the 
economic importance of tobacco. Many times when tobacco matters are 
considered by Confess, tobacco farmers are the last to be invited. Tliat 
was certainly not the case today. 

I must confess to you that tobacco growers in Kentucky are just a 
little weary. We're not overly tired from the cutting, housing, or the 
first day or so of stripping our tobacco, even though those jobs are de- 
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manding. We're weary of the Federal Government's unceasing efforts 
to destroy our industry, an industry that is vital to Kentucky and im- 
portant to the Nation as a whole. 

Our "Califano Is Dangerous to My Health" bumper stickers are 
faded from the weather, but the message is clear. Misguided reformers 
and scaremongers like our fanatical HEW Secretary, and sponsors of 
such legislation as the "Smoking Deterrence Act," could bring eco- 
nomic ruin to a large portion of the members of Kentucky Farm Bu- 
reau. These antitobacco zealots disguise their ultimate intent by attack- 
ing such "problems" as health education to smokers, or smoking by the 
young. But what they're talking about is bit-by-bit annihilation of the 
mdustry. Kentucky fanners view this as a fight for our economic life ; 
and against all odds, we do intend to fight. 

To document the economic importance of tobacco to Kentucky is cer- 
tainly no problem, and many of your witnesses here and in Lexin^on 
have done that quite well. Since 1 represent the largest farm organiza- 
tion in the State of Kentucky, with 205 memberships, I will focus spe- 
cifically on tobacco's impact on the farmers' well-being. 

Kentucky apiculture, even though among the most diversified in the 
Nation, is uniquely vulnerable to antitobacco crusades embodied in 
Mr. Califano's programs and the original proposals outlined in Sena- 
tor Kennedy's bill, S. 3118. This is especially true today, following an 
imprecedented 18-month barrage of hostile propaganda and attempts 
at bureaucratic and legislative harassment Trom the Federal Govern- 
ment. 

Symptomatic of the combined effect of these actions is the recent 
report of the Tobacco Tax Council that cigarette sales in Kentucky 
for the month of August were 9.8 percent below the sales level of 
August 1977. If that trend were to continue, and reflect a nationwide 
cigarette sales slump, it would be only a short time until a large 
number of Kentucky farmers, and other businesses and individuals 
in Kentucky communities with close economic ties to tobacco, would 
be face to face with financial catastrophe. 

As an illustration of our financial stake in the golden leaf, income 
to Kentucky farmers from tobacco amounted to $619 million in 1977, 
more than half of recepits from crops, and about one-third of total 
cash receipts from farm marketings. Quotas for tobacco in Kentucl^ 
in 1978 are about 407 million pounds for hurley, according to the Uni- 
versity of Kentucky, and 26,500 acres for dark tobacco, both Air- and 
Fired-cured. Allotments are held by 143,000 hurley growers and nearly 
23,000 dark tobacco producers. Since most analysts say that approxi- 
mately 1.5 families are involved in the production of each allotment, 
we estimate that more than a quarter of a million Kentucky families 
share in the financial returns from the State's tobacco crop. 

Of course, the tobacco economy does not confine itself to Kentucky^ 
borders. About 1 million farmers nationwide produce tobacco, or one- 
fifth of all farmers. Tobacco rates fifth among cash crops in the United 
States, and. accounts. for 2.4 percent of all farm cash receipts. Tax 
receipts for 1977 by all levels of jtroveniment totaled $6.2 billion nation- 
wide, which was about one-third the value of all tobacco products 
marketed. Since the mid-1930'i3, the Federal Government has realized 
$68 billion in income through excise taxes, while spending a relatively 
miniscule $52 million to cover losses from the tobacco price support 
program. 
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In Kentucky, tobacco dollars turn up at almost every economic 
junction. Attacks on tobacco are attacks on every facet of the State's 
-economy, including government-supported services, manufacturing, 
vrholesale and retail business, transportation, recreation, and on and 
on. 

If tobacco were to suddenly disappear from Kentucky, perhaps the 
first nonf arm segments to feel the pinch would be the farm supply, 
warehouse, and cigarette industries. That's not surprising. Perhaps 
the second, however, would be the schools. And that may be surprising. 

With the major impact of tobacco on the State's tax base, any signiH- 
•cant reduction in tobacco production would have a direct impact on 
tax revenues. Sales taxes, income taxes, and property taxes, all of 
which go primarily into the State's general fund, would all be reduced. 
The smaller amount of revenue would then inevtiably reduce spend- 
ing in all major spending areas, beginning with education, which 
takes nearly 40 cents of every State budget dollar and a high propor- 
tion of county tax levies.^ 

"While the nonfarm impact of an emaciated tobacco industry is 
gi-eat, the primary victims of antitobacco efforts are fannei-s. Some of 
today's most prominent Washington-based smoking abolitionists have 
said that tobacco producers can turn to other crops once the leaf 
market is destroyed. I assure you that for Kentucky farmers, that 
possibility does not exist. The notion that alternative forms of ajgi-i- 
^ultural production can magically take up the slack if tobacco is elimi- 
nated is an absurd, f actless f anta^. 

Staff members at Kentucky Farm Bureau have determined that it 
would take some 3.3 million additional acres of wheat, com, and soy- 
l)ean crops in Kentucky to replace the income derived from tobacco. 
That would mean roughly a tO-percent increase from the nearly 4.8 
million acres in major crops today. 

This 3.3 million estimate is Imsed on several figures, including the 
following: The approximately 215,000 acres of tobacco in Kentuclvy 
in 1977 produced income totaling $619 million. That amounts to ap- 
proximately $2,880 per acre income from tobacco. 

The comparable per acre income fi^re for corn, according to the 
Kentucky Crop and Livestock Reportms: Service, is $250, based on a 
yield of 100 bushels per acre, with a price of $2.50 per bushel, which 
is a little high today. 

Senator Ford. I was going to say that. 

Mr. Wade. For soybeans — again this is a little bit above the market^ — 
priced at $7 per bushel, and a 27-bushel yield, the per acre yield is 
$189. Wheat, at $3.50 a bushel, 35 bushels per acre, yields $122.50 per 
acre. 

Using these figures, you can get a per acre income ratio for tobacco 
with each of the major grain crops, wheat, com, and soybeans. Those 
ratios are, approximately, 23 to 1 tobacco to wheat per acre income 
ratio; 15 to 1 tobacco to soybeans income per acre ratio; and 11.5 to 
1 tobacco to com income per acre ratio. 

That means, of course, that it would take 23 acres of wheat, 15 acres 
of soybeans, or 11.5 acres of corn for a farmer to realize the income 
that he gets from an acre of tobacco. These three yield per acre ratios 
average out to 16.5, and reflect the fact that it would take some 3,547,- 
500 acres of the three grain crops in equal amounts to produce the 
farm income that 215,000 acres of tobacco now bring in. That means 

S7-447— 78 10 
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an increase of around 3.3 million acres of cropland, a reserve that is 
not now nor will ever be available to the farmers of this State. 

In conclusion, tobacco is far more than a "leaf out of Kentucky's 
history. Its economic importance to the State has never been greater. 
All Klentuckians have a stake in the health of the tobacco producing 
and manufacturing industries, either directly through farms or jol>Sy 
or indirectly as recipients of Grovemment services tnat are partially 
funded by tobacco-produced tax revenues. If nothing else^ I hope you 
can convince your colleagues not to take antitobacco actions lightly. 
Tobacco is to Kentucky what the stock market is to Wall Street, autos 
to Detroit, and tourists to Florida. Take away tobacco, and you've 
taken away Kentucky's economic soul. I fervently hope that day never 
comes. 

Senator Ford. Thank vou, Bob. 

Mr. Wade. I have attached here three articles by Dr. Milton Shuflfett 
and by Bob Miller as additional information, and I realize that the 
prices of wheat, com, and soybeans were about 5 to 10 percent above 
today's prices, but we were taking last year's and a 5-ye^r average on 
those prices where I gave you those prices. 

Senator Ford. Those attachments to your statement will be included 
in the record so we will have those, and we understand the fluctuation 
of price, but you have to take the last 5-year average. 

Mr. Wade. And, of course, there is a difference in the yield. There's 
a possibility of increased yields and there's a possibility of 10 years 
from now these figures can be off a little bit. 

Senator Ford. I think you have explained it well, and we have had 
other testimony that there is no alternate crop. The amount of land 
use per income is miniscule compared to anything else you could try» 

Do you have any idea of the total number of acres in feentucky that 
would be available for tilling ? 

Mr. Wade. Something over 4 million pxjres, X believe. 

Senator Ford. How many acres are in production ? 

Mr. Wade. That's in production now and by using some land that 
shouldn't be in production, increasing that by another 0.17 million, I 
believe. I can check that. 

[The following information was subsequently received for the 
record :] 

Governor's Council on Agriculture, 

Frankfort, Ky., October 26, 1978, 
Hon. Wendell H. Ford, 
Dirkaen Senate Office Building, 
WaaMngton, D,0. 

Dear Senator Ford : At the request of Mr. WiUiam Kuegel, Vice-Ohairman of 
the Governor's Council on Apiculture, I am sending? you a copy of the latest 
Agricultural Potentials study done for the Council by the University of Kentucky. 

In response to your question at the tobacco hearings In Bowling Green on 
Tuesday, regarding the number of total acres of cropland In Kentucky, you will 
note on Page 17 that, while the state has a total cropland potential of nearly 15 
mlUion acres. It has a potential cultivation base of only 5.9 million acres. 

Using estimates supplied by Mr. .T. Robert Wade, President of the Kentucky 
Farm Bureau, that there are currently 4.8 million acres in the state under cultiva- 
tion in major crops and that an additional 8.3 million acres would be required to 
produce income equal to that which Is now derived from tobacco planted on 215.- 
000 acres, the cropland deficit can easily be seen. 

Making up the difference lost from tobacco would necesfdtate planting row 
crops on land which Is really not suitable for this type of agricultural production* 
land which should remain in hay and meadow or in permanent pasture. This, of 
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conrse, would tettd td deduce the yields, and thus the income from farm produc- 
tion, requiring even more acres to make up the income lost from tobacco. 

We are sorry we were not able to provide you with this information at the 
hearing Tuesday, but would appreciate it being included in the record. 
Yours very truly, 

Susan Alexander, 
Aaifiatant to the Director, 
Enclosure. 

Table 2. — Kentucky land-use potentials 

[Acreages by land classet ] 
Class: ^^•^ 

I 908, ew 

He 8, 8(5ti, 872 

IIw 081, tK)5 

lis 13». 1X)7 

Ille 2, 900, (J19 

IIIw 884, 686 

Ills 65, 182 

IVe 2, 159, 540 

IVw 202, 407 

IVs 40, 008 

Vie 2, 876, 154 

Vis 804, 601 

Total acres cropland 14, 938, 762 

Total acres noncropland 8, 568, 729 

Total acres In inventory 28, 507, 491 

Total land area in State— 25, 610, 881 

Table 3. — Cropland use potentials 

[In mlllionf ] 

Aor€s 

Cultivation base 5. 9 

Hay and meadow base r». 5 

Permanent pasture base .. 8. 5 



Total cropland potential -^ — 14,9 

Senator Ford. So, basically, what you're saying is, if you use soy- 
beans, if you use corn, if you use wheat, you don't have that Idnd of 
land to till; the ratio per dollar spent is way down; and, second, 
would this eliminate, say, the beef market? Are you including the 
grazing or leaving that in in your 3.8 million acres? 

Mr. Wade. You would have to take land out of grazing lands to try 
to put in this type of production, and again these figures would be off 
because that land as a rule is not as productive. It will erode fast, and 
most of the people that are raifdng tobacco do not have this additional 
land. They are putting their tobacco on their bad land. So, when you 
put them in a portion of using type 3 or class 3 or class 4 land and 
maybe cla*^ 5, they are not going to meet these prodnction figures that 
we used even because these are State averages using the best produc- 
tion land we have. 

Senator Ford. Bob. do you have the average farm in Kentucky 
acres? 

Mr. Wadk. TTeTI. the last figure T had was 139 acres was the average 
size of farm in Kentucky: and. when you go to the avenge tillable 
land, it grot down to around 59 acres. 

Senator Ford. Per farm ? 

Mr. Wade. Per farm. 
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Senator Ford. So we are saying roughly 50 percent of the land. 

Mr. Wade. I'm counting cropable land now. There's lots of that 
land that can be used for pasture and things like this if it's treated 
right. 

Senator Ford. Now let's just look at the downside of this. Say 
the legislation is passed and the taxes on low tar and nicotine ciga- 
rettes are in place and so we have a great big push for growing a 
certain variety of tobacco. From county to county and area to area 
wouldn't you have to have a different procedure for growing tobacco 
in order to accommodate a low tar and nicotine leaf ? 

Mr. Wade. We would definitely have many problems because, as you 
know, there's a difference in the thickness of the leaf that's grown 
in the bluegrass area on the limestone soil as to what there is in the 
clay-based soils that we have here. We tend to grow a redder tobacco 
-which basically has a little bit more nicotine I think than what's 
grown in the bluegrass area. I guess there are seven different areas — 
some of the tobacco buyers could tell you that better than I could — 
of Kentucky that you can definitely put your eye on the tobacco and 
tell the difference, and some of them tell me that you can tell the 
difference in the nicotine content from the soil it's grown in. 

Senator Ford. What I'm getting to, though, is that in every county 
and in every area or every region in our State there is a difference. 
I talked about Pulaski County before you got here where we have 
4,032 allotments. I just could hardly believe that — that's 1,000 more 
than in Warren County — and that area would be a different type of 
soil, a little bit cooler, higher ground. 

Mr. Wade. You've got to adapt your variety to the soil that you're 
going to grow it on and this again would bring on more problems 
than we have now. 

Senator Ford. What I'm trying to get to here is that I don't be- 
lieve the zealots in opposition to tobacco have ever stopped to think 
what chaos they are really creating. If they would only realize that 
what we have now in the free and open market is the competition 
between tobacco industries in producing a low tar and nicotine ciga- 
rette — a full-page ad in the Courier Journal yesterday about another 
Kentucky cigarette out which is a low tar and nicotine — ^beautiful ad 
in color — and other cigarettes — ^you see Merit is well advertised and 
Viceroy is well advertised, and we now have researchers that say you 
can anoke 23 cigarettes of a brand and you can go to bed at night as 
if you hadn't smoked. 

So the free and open market is adjusting and doing it itself. Ken- 
tucky is spending $4 million. 

Mr. Wade. Again, lots of people smoke for the taste too and when 
you adopt different varieties you change the taste. You use different 
curing methods and you change the taste, and traditionally, world- 
wide, the burley flavor is what's in demand. They put it in with other 
tobaccos to get the taste that people like when they smoke. 
^ Senator Ford. I had a letter that I receive recently from a senior 
citizen in a rest home in New York. The tax up there has created 
bootlegging but he didnt mention that, but he just said, "Don't let 
this legislation pass." He said, "I've lost everything else. Don't take 
my cigarettes away from me." I thought it was a right significant- 
letter. 
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Mr. Wade. Too know. c«e of the bur proWems w^ have I think in 
Washington is ve hare some people who *i^ reformed ex-iSiiK^kers 
and they are about like scKiie reformed exnininks — chev^re a£;ainst 
erenrthinir — eTerybody who takes a drink and everybody who sck^m^ 
So they fail to look at "the facts. They get their banner and they start a 
cmsade. r^inarviless «>f who ii hurts or who it helps. 

Senator FoiED. What we're doing here in these he«irings is w^*ra 
trying to fa&iance oat those who are in that petition you referred to 
witiilhe facts, and we do have the facts. I think we do and we are 
beginning to develop them to a point where Fm hopeful that we can 
lay these facts down and they will be an advantage to us rather than 
where we are now at a disadvantage with all the health-related hear- 
ings they have held and nothing as it relates to the eciwiomic imj^ct 
of this legislation- And we have had testimonv — ^Xfr. Snodgrass te^i* 
tie^l earlier and he's familiar with the Washin^on scene and vou^ra 
familiar with it and others in this room are* ana there*s no douln but 
what tiiis legislation will be introduced in the next ses^sion because 
since 1967 stwne sort of legislation similar to the tax-relateii tar and 
nicotine formula has been introduced, every year. So it s coming again 
and I hope we will be better prepared to refute those pieces or legis- 
lation. 

ilr. Wade. I do want to thank you and Senator Huddleston and all 
of our representatives for the beautiful way that you all have handled 
these attacks in the past, and the only thing I can say to jxhi is w6 
expect you to continue to do the same. 

Senator Ford. I want to give credit where credit is due. You ought 
to mention Congressman Natcher. Congressman Xatcher had the abil- 
ity in his positi<Hi in C<Migress to withhold those funds that Califano 
wanted under the last budget and he brought it to my attention by tele- 
phone that the Appropriations Conmiittee had to approve any reallo- 
cation of funds within the fiscal year and they were denied.' And so 
then Califano could not use almost $3 million inthe last. Inidget. I think 
he was very effective in eliminating the antismokinff mwiey of some 
$29 million that he wanted this time. So let's give Bm Xatcher credit, 

Mr. Wade. I certainly do. 

Senator Ford. I think his years in Congress have been very bene- 
ficial to this area and to this State and to the tobacco industry as a 
whole. 

Mr. Wade. His seniority position has been very beneficial to the 
tobacco industry because he who pays the fiddler usually calls the tune* 

Senator Ford. In January Bill Natcher probably will be either sec- 
ond or third ranking member in the House as it relates to the Appro- 
priations Committee and that's very effective. 

Bob, I don't liave anything else because I think you have cox-ered 
the spectrum very well. Do you have anything else* you want to add 
that you can think of since you have been here? 

3Ir. Wade. Well, I'm sure that everybody has covered every facet, I 
do want to again thank yoii for allowing us to present our testimony 
and I assure you that Farm Bureau is ready to work with you and the 
other ^f embers in Congress at any time anS we will be in the fi^it all 
the way and we are going to win it. 

Senator Ford. I assure you that this testimony we received yes- 
terday and today will be known to those in Washington. 
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Xow we have a group of farmers who are just out there working 
every day. Some of them we had the ability to contact and put on the 
schedule and others were reached a little late. It seems they were hard 
to find. You can't get them when you call them early in the morning 
because they are already out working and when you leave work at 
night they are still out working. So it's awful hard to catch them. 
There are a group of farmers in this room and if you will come around 
and sit up front here — come right on around. I think we can hear you 
just sitting at the seats. 

Xeal, it's good to see you here today. We are going to start with 
IN'eal Bishop and move right down the line so each of you can make a 
statement. I would like for you to give your name, your address; and 
if you happen to be representing a group. So if you will start off with 
your statement we would be delighted to hear it. 

STATEMENT OP NEAL BISHOP, GLASGOW, KT. 

Mr. Bishop. Senator Ford and the committer : It's a real pleasure to 
be here and I'm Neal Bishop, Route 4, from Glasgow, Ky., and I feel 
that your efforts and the people that have spoken before have really 
contributed a lot to the very important survival for Kentucky. 

I feel like in Barren County that tobacco is the financial artery to 
the well being of the people. It's a 13-month job. They're starting now 
for next year and finishing up this year's crop, but it's a way that they 
liave of living and it's independence that you see when you go to the 
warehouse — the expression on people's faces when tobacco is sold is 
quite different from what you see on the faces of people in the welfare 
line and it could well put those in that category if we lose our tobacco 
by the bill which we have todav. 

Thank you for inviting me. It's good to be here. 

Senator Ford, Neal, I appreciate your testimony. 

STATEMENT OP J. B. KEY, GLASGOW, KY. 

Mr. Key. I'm J. B. Key, Koute 4, Glasgow, Ky. I'm listed here 
among the producers. 

I do live on a tobacco-producing farm, although I don't derive any 
income from the production of tobacco directly. 
. Senator Ford. Have you got your pistol on you ? 

Mr. Key. I do. 

Senator Ford. He's a sheriff. 

Mr. Key. I have a few things I'd like to touch on here. I came 
down here totally unprepared for this testimony and I'm testifying 
today a little out of my class, I feel, because usually there's an at- 
torney over there to cross-examine me. I wish that Mr. Califano and 
Senator Kennedy and others from Washington could be here to at 
least listen to our side and let it come from us. 

Senator Ford, you and others in Washington are doing a terrific 
job representing us tobacco people. As several who have spoken this 
morning have said, the taxes effected by any legislation would be 
detrimental to the tobacco industry. Not only would the taxes on the 
tobacco farmer be affected by reducing the values of real estate, but 
the warehouses and the insurance business — their taxes would de- 
crease. I'm talking about the taxes that go to our schools and support 
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our counties in the State. The trucking industry would suffer. Every 
facet of industry and business in Kentucky would suffer. This has 
been brought out. 

One topic that I would like to touch on here is that most of the 
farmers in our area depend on capital gain. What I'm trying to say 
is my dad and every farmer here depjends quite a bit on capital gaia 
because they put the majority of their profit, which is small enough 
as we all know, back into their property. If their valuation of their 
property is reduced, it's going to take up quite a bit of the capital 
gain they have relied on over all these years and my dad, along with 
every farmer in our community, depends on this capital gain for tlieir 
retirement along with their minimum social security benefits that they 
will be able to draw. This would be disastrous for many of them. 

They would like to stay and live out the rest of their lives on their 
farms. If they lose the lease power — right now they can lease tliis 
farm to the younger farmers in the area — the first thing that the lessor 
asks is how much tobacco. This depends on the price of the lease. Mr. 
Bishop leases land and I'm sure that the first question he has when 
he approaches a farmer about leasing some of his property is how 
much tobacco, because this is where the money comes irom. 

Our county is not geographically suited to convert to other crops 
for our major cash crop and I would say that 90-some percent of tne 
land in Barren County of tillable land is in production at this time. 
We don't have the extra land that it would take to bring our income 
up to what it is now should we lose our tobacco program. It's been 
mpntioned that they could go to grade A and dairj'ing, but the cost of 
converting is tremendous. By the time you build a milk herd and 
start paymg $1,000 a head for No. 1 cattle, I don't know of many 
^»rmers that can make the change immediately. 

And another aspect of that — where are they going to find the mar- 
ket? Because you have to have a contract wfth a manufacturer. The 
manufacturers aren't capable of taking on any number of new cus- 
tomers or producers. 

And I just feel that all in all, if we lose the tobacco industry, whidi 
I feel that this bill and others like it are a direct attack on^ and if we 
lose the tobacco program, we arc going to lose a tremendous amount 
of everything we have now. Our standard of living is goiiig to go 
down. Our schools are going to go down. Everything is going to go 
down. 

Let me say in closing that I apologize for coming down here un- 
prepared. 

Senator Ford. It sounds like j^ou're doing a very good job. 

]^Ir. Ket. I started two or three tinu^ and had my secretary type 
up some statements and then I said, well, if I go down there I can say 
what IVc got independently. 

Senator FftsD. If anyhody should understand taxes, the therUt 
on^bt to understand that, but you make an excellent point about 
capital gain. 

Mr. Ket. Again, let me recmphasize what others hare ^uL We do 
appreciate the effort of all our repn^entatives in Waifhington to keep 
this tobac«r!o program alive and any time you need our support feel 
free to call on us and well go to Wa^^hin^on if we need to. 

Senator FoBD. Fine. TbaiOk: you rery mtidi. 
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STATEMENT OF ROBERT FINLEY, PRINCETON, KY. 

Mr. FiNLET. I'm Bob Finley. I'm a farmer from Princeton in Cald- 
well County. I appreciate Senator Ford inviting us. 

I've lived on a farm all my life. I started farming in Finley, 
Tenn. I own a 1,100 acre farm in Lyon Trigg Counties. We have a 
diversified program, raising 500 acres of com and between 25 and 3Q 
acres of burley, dark fire and air-cured tobacco. 

I have five tenant houses and they are all full at the present time. 
This tobacco crop helps support them. I probably wouldn't need but 
one of them if I didn't have the tobacco to raise. 

It disturbed me when I heard about this bill S. 3118. Some of these 
families I have known in the community and that's all they know 
is working in tobacco. They have children and I know where they 
would go if we lose this tobacco because I'd have to turn them out. 
They would go on welfare and you know farm families are a little 
larger than some of the other families and most of them have two 
or more children. The reason why I know they would go on welfare 
is something which worked just in reverse in one family. It's one of 
the reasons I let him work on my farm. He walked all the way from 
Hopkinsville, which from my farm is 26 miles. He walked all the way, 
wore his shoes out coming down, and had a little boy tagging behind. 

He wanted to raise a tobacco crop. I checked up and found his wife 
and family on welfare, four of them — ^three boys and a girl and he 
and his wife, and he had a record of being a drunk. So I said to my- 
self, well, if this guy can walk that far, maybe he's worth fooling with. 
So I gave him an opportunity to move with 6 acres of tobacco which 
he raised. The kids didn't have hardly enough clothes and they had been 
on welfare in Hopkinsville. Of course, they got off welfare when they 
moved to another county. I gave him enough daywork to live. The 
kids hadn't been going to school regularly. I think in the past 6 months 
they hadn't at all. Maybe they had been 2 or 3 months previous. These 
kids are going to school and work in the tobacco. They meet the bus 
every day. I believe they did take off about 3 or 4 days while they were 
cutting tobacco, but every aftemon as soon as they get home from 
school, they change their clothes and come out to the tobacco patch 
and have about all the tobacco stripped. 

This fellow — I asked him the other day — I just wondered — and of 
course he's going to stay another year. I asked him if he had had 
anything to drink since he has been here. He said, "Mr. Bob, I haven't 
had a drink since I came here. I've been offered one or two." And of 
course one of the boys that offered it was one of the guys who left 
public works last year — ^he thought it was better, but lie's been back 
trying to get a job raising tobacco. 

So to me this thing has worked in reverse. I've got a man here off 
welfare and the reason he is off welfare is his tobacco and I think he 
owes about $300. He's going to make some money and he's going to 
have some money left. The kids seem to be enjoying going to school. 

I planted 600 acres of com this year. Last year we averaged 110 
bushels an acre. This year we had a drought and I think we're going 
to average about 35 bushels an acre. In fact, I'll be tickled if we aver- 
age that much. 

Our tobacco crop looks real good. We don't have as good a tobacco 
crop as last year but it's way above average. 
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I can't understand why some of the people in Washin^n can't 
see how most of the people, like these kids who work on the farm — 
the kids that I've worked have been raised up on the farm and if they 
leave and go somewhere else most of the time they make someone a 
good man because they've worked so hard. One of the families have a 
little boy 6 years old and he's out working in the stripping room. 
There's always something to do in tobacco, from 6 years old and up. 

It's right fimny, I have a 15-year-old son and he had an acre of 
tobacco last year. I talked to one of the old man, who's 70 years old 
and I would put him up against anybody in the room, and while he 
was out there he gave my son a chew of tobacco. I visited him the 
other day at school in Chattanooga and I thought maybe he had 
started smokino^. He said, "No, I haven't, but some of us chew a little 
bit." So I went back and told the old man, "You know, you started my 
son chewing," and he looked at me and he said, "Mr. Bob, would you 
rather have him chew a little bit or rather get out and smoke that pot 
they're smoking ?" I gave that a lot of thought. 

I was reading the other day where farmers received in all the 20 
tobacco States, $2.3 billion. The Government is receiving $6 billion, 
plus, out of the taxes. So, we're not actually being supported. Most 
of the consumers and most of the people in the city, think that they're 
supporting us. The Government is supporting the tobacco program, but 
I think we're supporting the Government. 

Senator Ford. You're doing a pretty good job of it anyway. 

Mr. FiXLEY. One of the things I know is tobacco. One time I raised 
tomatoes, when I lived in Tennessee, and I had several families and 
we had 7 acres of tomatoes. We did well 1 or 2 years but 1 year I 
couldn't hardly give them away. There I was with two or three families 
expecting work and I told them — I had to give them something to do so 
I thought, well, tomatoes. We went ahead and picked them and all, 
but I have never lost on tobacco. 

Senator Ford. With tomatoes you get a couple spots and you get 
docked, don't you ? That's pretty tough. I've been there. 

Mr. FixLEY. That's right. I appreciate this meeting and your in- 
viting farmers. As I say. we farmers always are last but maybe we're 
the most important. At least my wife thinks we are anyway. 

Senator Ford. Bob, as long as you can maintain that position at 
home, you're all right. 

if r. FixLEY. Thank you. Senator. 

STATEMENT OF HAZE BALAHCE, OAKLAin), KY. 

Mr. Balaxce. Senator, I'm Haze Balance and I farm 12 miles north 
on 31. I don't have any statistics, but I've got 40 years of experience 
that T have been raising tobacco and I would agree 100 percent with 
evorythin<r that's been said. 

Without the tobanc^ program the small farmer will just be lost and 
we employ a lot of labor raising this tobacco. In fact, I've ffot 20 
women, just housewives, up there stripping tobacco now and thev 
V^v^ of depend on that each year to get their children clothes and 
stuff to go to school and it's just hard to emphasize how important 
it is. 
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Senator Ford. Well, in this day of ERA, as you indicated, you've 
got 20 women up there — ^you're doing your share, aren't you? 

Mr. Balance. They depend on that eacn year. 

Senator Ford. Do they handle the tobacco with more tender loving 
care than a man does ? 

Mr. Balance. They sure do and they will do about twice as much. 

Senator Ford. I thank you very much for your testimony and we 
appreciate you being here. 

STATEMENT OF STANLEY W. COLE, ALVATON, KY. 

Mr. Cole. Senator, I'm Stanley Cole. I operate a small farm in 
Warren County. 

I know the importance of tobacco from experience because I have 
been raising tobacco for nearly 50 years myself. I saw it when it was 
going over the jfloor of the warehouse and in the field and it has meant 
a whole lot to a small farmer and I know that from experience. 
Thank you. 

Senator Ford. Thank you very much. 

STATEMENT OF JOSEPH MENG, BOWLING GREEN, KY. 

Mr. Meng. Senator, I'm Joe Meng. I operate mainly a beef cattle 
farm here in Warren County but we do have a tobacco base and it's 
been a right important part of our farm operations. I think it has 
allowed us to be able to hire labor, that would supplement that labor, 
that we could have paid the prevailing rate of labor for farm labor- 
ers to do our other part of farming. I think Haze said in his statement 
that he had raised tobacco for 40 years. I can attest to that because 
Haze was raising right close to me and he's raised tobacco ever since 
I've known him and he's made it an important part of his operations. 

Of course different farmers in areas have difficult things they like 
to do. I have been through the entire thing with the tobacco indus- 
try. I have bought tobacco and worked on warehouse floors and I 
have seen the economy that it has brought to this country and without 
it I think we'd just be in terrible shape in Warren County. 

Senator Ford. Thank you very much, Joe. 

STATEMENT OF JOSEPH SAVENFOBT, BOWLING GBEEN, ET. 

Mr. Davenport. I'm Joe Davenport. I live in Bowling Green and 
have been a farmer here in the county but I retirexi last year, but I 
did it on tobacco. They brought out what tobacco does to the small 
farmer's crop, but it also helps the big farmer because he can take 
these fellows and give them tobacco and get them tied where he can 
keep them. If you just hire them for the day they won't show up, but 
if they've got an interest in the tobacco they will stay there. 

Then another thing, most of those fellows you've got to finance 
money and they expect it without interest. The only way you can 
hope to get your money back is to get it out of the tobacco crop. Every- 
body has got to have money sometimes and that tobacco crop is the 
way you can get your money back. 

Senator Ford. You're making some points I've known for a long 
time, having gone through some of this myself. 
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Mr. Davenport. I've gone through all of it. 

Senator Ford. There is a point I think maybe we're missing here 
and I think it's important that I say it and not let it pass. We have 
indicated that if tobacco is eliminated from our crop and our income 
in this State that a great many of our fanners would come to town 
and have to give up their position and go on welfare, and it uidioates 
that they're not equipped to do a job. 

Well, the farmers are experts in the growing of tobacco. It's tradi- 
tional. It's handed down. The love and care of the land is handed down 
from parent to parent. So I don't want to leave the i-ecord with a cloud 
over it that if the farmers don't raise tobacco they're going on welfare 
because they don't know anything. They are the greatest experts in 
this country as it relates to 4 percent of the people feeding not only this 
country, but the rest of the world and they are pretty good people 
and they have a great deal of knowledge. So I wonder how many people 
from town could come to the country that couldn't make it and go on 
welfare. I want to reverse that just a little bit. So I don't want any 
impression left that the farmers are not qualified and experts in their 
field, because they are. 

One other thing that I want to make part of the record — I don't 
laiow whether Bob Wade has left. Bob, for the record, while the farm- 
ers are here, T discussed with you earlier the average number of acres 
in a farm. I think you came up with about 139. 
Mr. Wade. Right. 

Senator Ford. It was called to my attention by one of our staff 
members that we may have left an impression that's 189 acres of 
tobacco that's grown and that is just the total number of acres with 
an acreage poundage allotment to that 139 acres. 

Mr. Wade. That includes pastureland, tree farming and everything. 
If I might extend my remarks just a little further, people look at that 
$2,880 an acre and say, well, the farmers are getting rich. They've £?ot 
139 acres times $2,880. The average allotment is much less than what 
people think it is. 

Senator Ford. The average allotment is less than an acre. Am I 
right? 

Mr. Wade. It's 1,500 pounds I believe, in that neighborhood, state- 
wide. 

Senator Ford. That would be roucrhly half an acre, eight-tenths of 
an acre. Would this be a proper statement — ^that 70 percent of the 
Kentuckv farmers make less than $10,000 a year? 

Mr. Wade. Yes. That would be a proper statement. Now you have 
to qualify that. The burley system is very unique. It affords our people 
something that other people do not have, which is fh(^. right to raise 
their families on the farm and to diversify, not put all their eggs in one 
basket, and they may have 2,000 pounds of tobacco and dad mav have 
a job in town and mother may have a job in town, too. But this supple- 
mental income from tobacco has educated many of our children in 
Kentucky and it's provided the necessities and a few lu^uriec that 
other neople enjoy on other jobs that would not be available wif hont 
the tobacco. Our small farmers would definitelv be out of business 
without tobacco in Kentucky. There's no doubt about it. 

Senator Ford. Thank you. Does anvbody else on the front row have 
anything they want to say? We thank you very much an^' -^^ appre- 
ciate you coming here today and putting your statem rd. 
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Now if there's anybody here who would like to say something. If any- 
body else would like to make a statement, we would be very pleased to 
hear it as it relates to the economic impact of this legislation. We've got 
one of the younger generation coming up. Give your name and home 
address for the record. 

STATEMENT OF LESTER HUNT, KENTUCKY 

Mr. Hunt. I'm Lester Hunt and INIr. Cole called me and I didn't 
realize my name wasn't on the program and that's the reason I didn't 
come up before. 

No question but what tobacco has had a larger influence on me than 
anybody in this room. I've made my living in tobacco and raised my 
family on tobacco and educated them on tobacco. In fact, I was raisea 
in a tobacco patch and worked for the U.S. Department of Agriculture 
for 30-some years. I have been in Georgia, Florida, North Carolina 
working in Kentucky and Tennessee. There's one thing that's been 
completely ignored I think in this discussion. If you do away with the 
tobacco program you're going to do away with the itinerant farmer 
completely. They depend on it. It's the only money they have for 
Christmas, vacations, and trips they take. They all come from tobacco. 
"When they start a crop of tobacco they start an equity in their enjoy- 
ment for that year — what enjoyment they have. 

If you do not think that tobacco is a big item to keep America going, 
just go from one neighborhood that has tobacco as a source of income 
and go for a few miles to a location that does not have tobacco. When 
jou pass through the tobacco area the houses are painted and the bams 
are new and they are maintained and the fences are fixed up, and you 
leave that tobacco locality and you go into substandard living — ^beat-up 
rcars, lack of decent living facilities. I realize that tobacco is a much 
more important commodity than growing and selling it on the ware- 
house floor in this part of the country. 

I have just got one more word to say which is not in relation to this. 
I think the people in Washington who make these regulations have 
completely lost the value of morality. You say that you cannot adver- 
tise cigarets on television. You can put all of the pornography and 
obscene views and language on television at the very choice times when 
children and everybody can see it, but yet you can't advertise a product 
that's legal. To me there's something entirely wrong under those condi- 
tions. I thank you. Senator. 

Senator Ford. We have reversed judgment. 

Mr. Hunt. We have lost our true values in lots of things I think. 

Senator Ford. I appreciate what you have said and I appreciaite your 
'Cr)ming and testifvinfir and I apoloflfize for not getting vou in that first 
group. I was kind of letting all of those come and I didn't know how 
many we were ffoins: to have, but I'm glad you spoke up. 

I'm delighted to see this young man come and I believe you're prob- 
ably the youngest fellow that's testified today. 

STATEMENT OF SCOTT KTIEGEI, OWENSBORO, KY. 

Mr. KuEGEL. I'm Scott Knecrel. I'm from Owensboro, Kv. I'm a 
student here at Western and I just want to say. Senator Ford, that I 
really appreciate what you all are doing for us in Washington on the 
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problem we're having with the tobacco situation. Tobacco to me is 
really important because it's basically what's putting me through 
school. I help around the house at home and we raise a considerable 
amoimt of tobacco, but yet I get a share in trying to pay off the farm 
and get into the farming business. Well, I loiow what it means and 
without it there would be a lot of times I wouldn't be able to make 
a farm payment or probably wouldn't be able to come to school. 

Senator Ford. Scott, are you saying — ^how old are you ? 

Mr. KuEGEL. Twenty. 

Senator Ford. Are you saying to this commitee that you liave raised 
tobacco with your family and you get a share of that income ? 

Mr. KuEGEL. Yes, sir. 

Senator Ford. Does your dad charge you anything for living with 
hun? 

Mr. KuEGEL. No ; not really. 

Senator Ford. So you do pretty well then, and you use that — are you 
buying land yourself ? 

Mr. KuEGEL. Yes. 

Senator Ford. Are you investing? 

Mr. KuEGEL. Yes, sir. 

Senator Ford. So as the sheriff said a few moments ago, he was relat- 
ing to capital gains. Here's a 20-year-old college student who is raisinrr 
tobacco, taking that money to Duy land and he's developing capital 

fains now. He's putting it all into that. Somewhere along the way we 
ave to stop those people who are trying, to curtail, if not eliminate, 
what you are doing and your way of life and your expertise and your 
getting your college education. So you're doing those things that make 
this country what it has been and what it will be. 

Scott, I appreciate you coming up and I hope that we can do those 
things that would continue the good life for you and others. How 
many young people do you know that are staying on a farm today ? Are 
we really enticing them to stay on the farm ? 

Mr. KuEGEL. Several that I graduated with in high school have all 
gone back to the farm. I know around home we have had one individual 
or two for sure that have lived in the city and have come back to the 
farm. 

Senator Ford. So what you're saying to me, if the income as it relates 
to the farm, taking tobacco as the large cash producer — if that was 
eliminated, would it be tougher for the young people to make a go of 
it and to go out on the farm ? 

Mr. KuEGEL. Definitely. I feel like tobacco that we raise anyway is the 
backbone of us being able to farm. Without it, there would be a lot of 
times we would lose money instead of having the tobacco to come in 
and kind of equalize everything else. 

Senator Ford. So you're saying that not only is it the financial 
stabilizer of your farm, but wnen you have a drought, as I think the 
gentleman testified to a moment ago that when his com crop or grain 
crop is not too good, tobacco has the ability to do reasonably well. So 
this tobacco is a stabilizer. It's the saver of the farm family. 

Mr. KuEGEL. Yes, sir. 

Senator Ford. Scott, you're probably the most important and best 
witness we have had and I'm delighted that you did it with no asper- 
sions on your older generation that's testified in front of you. Thflnk 
you very much. I'm delighted that you would come up and n 
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statement and I'm delighted that you could be here. I think we see both 
ends of the spectrum here. That's awfully good. Thank you all very 
much. 

Are there any others who have not testified that would like to testify 
or would like to insert something in the record ? 

Let me say this. We will have a few days and if you think of some- 
tliing you think would be important that you would like to have in 
the record, we would like to do it and — Mr. Brown, do you want to 
testify? 

STATEMENT OF EDWARD BROWN, BOWLING GREEN, KY. 

Mr. Brown. You know I was raised on blackeyed peas and I've 
eaten the dried peaches and I wonder if Califano and Kennedy have 
ever done anything like that. I think maybe the thing is, that we are 
not only tobacco farmers; we are food growers; and I think we're 
missing that. If we grow tobacco that's kind of a backup crop for us. 
We are not only tobacco growers ; we are food growers. 

You take the tobacco crop away from us, then we couldnt grow the 
food because it's a backup crop. You take anywhere in Warren County, 
a man may have a few cattle and he may have a few acres of com and 
a few acres of soybeans and a few hundred pounds of tobacco, but its 
his tobacco that he's dependent on, but he's still using his tobacco as 
his backup crop and I think the only thing I have to say is I'm real 
proud of you and I'm proud we have still got some commonsense 
people representing Kentucky in Washington and being in the legis- 
lature for 12 years I know what you're going through with these com- 
mittees and these hearings and the spot that you're on, and I'm grateful 
to you and your committee and to Dee and Bill Natcher and the people 
that came here today. 

You know, earlier this morning I saw some people in the back, 
Senator, that had on their work clothes and had stooped shoulders and 
I know they were farmers and they went out early this morning to see 
that their tobacco was in order and I'm sure they left people there to 
handle it, but they left early because they had to get back to see that the 
people got the tobacco down so they could strip it. It just makes me feel 
good to see people come out here to pay their respects to you because 
you came out here trying to represent us in Washington and our State 
delegation here, our representatives and the farmers in the area. It 
just makes me feel good. 

And if the "C" in Califano started with a "K," we'd call it the 
"KK" bovs, "Kill Kentuckv," and I think that's what they want to do. 
You don't have to worry about this Commonwealth and this country 
wlien you've got young boys like that boy that came up here. 

Senator Ford. Well, we'll pass the plate now after that sermon. I'm 
delicrhted to see all of vou and if there are others here who want to 
make a statement we will just keep continuing. That's why we're here. 
Wo want to hear you. Be sure and give your name and address for 
the stenographer. 

STATEMENT OF GARY HUNT, KENTUCKY 

Mr. HuxT. I'm Gary Hunt. I'm the son of the last, one that spoke a 
few moments ago and I'm going to give more of a history than any- 
thing. I raised my first tobacco crop when I was 14. Dad always had 
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to do the market in Florida and Georgia and he'd leave about tho 
middle of July. The two older brothers and myself — ^and he always 
told us, "I don't mind if you use my e(]^uipment and stuff if you want 
to raise some tobacco out on the other tarms," and what we would do, 
we would take over dad's tobacxio crop when he'd left and finish it up 
and get it in the bam and so foith and then we had our own tobacco 
crop to kind of give us a little bit of incentive, a whole lot of incentive, 

AVell, I start^ at Western when I was 18 and I continued to raise 
tobacco. In 1968 — ^the reason I remember was my fii'st cliild was born 
the same week I bought a John Deere tractor for $3,400, and I had — 
I think I took the John Deere tractor — ^it was small enough to cultivate 
and pull wagons and sit in the back and everything, but it was still bitf 
enough to count as a general use for hauling things and tliis type or 
tiling. I took that tractor and a 4-year-old wagon and I got an old 
plugged colored fellow — I guess he was about 65 — and there were 6 or 6 
years in a row I raised about 15 acres of tobacco with virtually a $4,000 
investment, and by plowing these profits back in, I managed to buy a 
5(J-acre farm and eventually I got it paid off over a period of time and 
then this tobacco thing — what I was trying to come up with is an 
investment whei-e you can raise tobacco, which is not prohibitive, to 
got into farming. That's what I'm trying to come up with. 

I don't see how a fellow can start off on his own. I can see how in 
piirtnorshin with your father or something you can work a grain farm 
and do all right, but it's the unusual operator that can start from 
scratch and get into grain farming at today's land cost. It c^n be done 
but it's the unusual fellow that's really got the knack for the grain 
farming. But the tobacco, with the know-how and not being scared of 
work, a fellow can get a toehold in farming and I can testify to that 
because I feel that's how I got my toehold, was in tobacco. 

I have expanded now and I've got a bigger farm and I still raise 
tobacco. I figure the tobacco is what's going to make the farm payment 
tlte first of January. That's what I look for to make that payment. 
There's a certain amount of security in it. You can figure that the 
price for tobacco will be there. When you raise corn or soylx^ans or 
what not you get a reasonable amount of doubt whether the market is 
^oing to l>e there when you've got your crof) to sell, and now that I 
have a toehold in farming I don't feel the tobacco is as critical to me 
as it has l)een in the r>ast 10 years, but I'm going to continue raising 
enough tobacco to make that farm payment. 

I'm going to say here I've got an x numlx;r of dollars T nex»d to 
generate some other crop. All right. Then I expand my cattle herd or 
I expand the hog herd. What am I doing. I'm increasing the Hupply in 
othor crops and if the tobacco thing was tafwred down, say there waB 
a 30-percent cut on the amount of tohacrx) we c/)uld raise, these fellows 
that are farming, they're going to start looking for other areas to 
supplement that lost income. They're going to a/ld more sows. They're 
going to add more cows. They're going to start milkintr a few more. 
Tliey're going to do something to pick up the lost slack and then you're 
goincr to see surpluses even more than we have now. 

If we've got a surplus of com, you're going fx) have more snrpliw. 
If you've got a siirphis of milk, the Government is wondering what 
thev're going to do with, this Is just going to a^ld to it. 

I can give you an example on these alternating crops. T have raised 
cabbage 3 years. The first year I raised it, there were thre- 
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producers in Warren County. Well, my wife and I — I guess more 
than anything else from the pride of not wanting to lose any money — 
we tried to eliminate any extra labor. Cabbage was coming off in late 
June and July where we could do a lot of the work ourselves. We 
worked our tail ends off to break even on the cabbage, more than any- 
thing else to kind of save face. I thought the first year — I've got to 
count 1 year up to experience. 

Well, the second year there were two cabbage producers, myself and 
another producer. We didn't do anything outstanding, but we made 
enough money. There was potential in this. The third year, this past 
year, the cabbage made a real good return. I felt like it was well worth 
the effort I put into it this year but the thing that made it profitable 
this year was there was only one producer. The other two fellows 
threw up their hands and got out of it. 

I could see with tobacco getting phased out you're going to see people 
saying, "Hey, what is it I need to replace this tobacco income with?" 
They're going to say, "Here's good old Gary over here raising this 
cabbage, and it seems like he must be doing good or he would have 
quit." The next year, instead of me having the Warren County market 
to myself, how many other tobacco farmers are going to be jumping 
in? 

Senator Ford. By your statement today, you may have some compe- 
tition next year, too. 

Mr. Hunt. Well, I tell you, if you make it through that first year 
when you don't make any money and you hang in there — when a 
fellow loses the income in one year, he's going to — maybe some people 
are going to say he's going to get out. I know in the case of a fellow 
who's really a true farmer and getting a toehold, he's going to start 
looking for alternate ways of income, and the more people there are 
out there looking for ways of income, you're going to have that much 
more production in other crops. 

Senator Ford. Thank you very much, Gary. I think you're a living 
example of the capital investment and capital gains that we've been 
talking about. 

So, without further ado, this hearing is adjourned. I want to thank 
each and every one of you again for your help and support and effort, 
and I want to thank the staff for all their good work. I particularly 
want to thank the university here from the president on down, or how- 
ever you want to look at it, for their hospitality in allowing us to use 
this room. It's been adequate and it's served our purpose, and we are 
very grateful for their usual hospitality. Thank you all very much. 

[Whereupon, at 12 :20 p.m. the hearing was adjourned.] 
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AIM>ITIOXAL ABTICLES, LETTERS, AND STATEMESTS 

Riekmtismd. K^^ Oft t^^cr ^. i57^ 

• tbe rfiSfCirx L*ecerr*2!«^ A« T-f iVT>*. ±i Tl-e •X*c < ^^ U^n* biNirts^ held Ny 
die Ojata^i^wfT :^al•roalttitr«*• <*( Tie- SesAie 0*^«i2uin^P' «ki Cv«ia&esr<v. Sctee-.*^. 

Hon. Wctox FbB^ 
CtMUSJHer Smhtrjmumtt€€^ 
IHrk*rm s^e»cir OWte Bmildimf. 
Wwthimyt^jm, D.C. 

Deak SE!(ATOft Fobd: At tlie time the aboTie ne^innefMvd hedurii^ int$ b^d. I 
wms aot of the state and. tfaeiefore, unable to testier. Unformnatelj, yoar alNUfY 
r e f er e aced letter was mislaid and I w:&s coBStequeiitlr unairan^ of tbe Ivmrlnit 
HBtfl afler I had already made tbe irreTersible plaas for ^i«ns: OQt of the siaie. 
I euMser^j apologitt for this and want yoa to know that I appreciate j^Mir 
inritins me to testtfy. 

MsL Amy B'>Ddiirant kindly adTlsed my secretary thst. due to my l^iv« nnaNe 
to persooaily testify. I might snlmiit a written statement renptrdm^ the ahoT>^ 
referenced UlL I woold like this lener to also serr^ as that written statement. 

I do not feel that I can effectirely enlarge npon the testimony that was jpiTen 
at the bearing Having been made awaie of the content of said ti?istimony« I mu:^ 
Kay. withont qualification, that I a^ree with the argiimeiins and s«itiments ex- 
pressed by tho«e opposed to the passage of S. 3118L I strongly oppi^ae this keysta- 
tion. Any efforts yon mi^t make, to prerent passage of :>9uue, w\>ald be aiH^^^^^^ 
ciared. 

Thanking yoo, once again, for inviting me to comment, I remain 
Sincerely yours, 

ROBEST R Begijrt. 
Chmrmmm of the Romril^ 



The Tobacco Dhjkmha 
(By WendeU B«Ty> 

For anyone who wishes to see the small farm surTive and thrive, the mse of 
the small tobacco farmers is as intricate and troubling as any you can find. 
Tobacco has become an easy crop to dislike. It is an unnecessary product un- 
healthy to use. But does that require us to dislike the people \^o grow it? I 
don't think so. It may seem easy for me to say that, because I live amiuig (teiH^le 
wiio grow tobacco, and I have a small income from it myself. U\'ing so near the 
crop, however, does give one a sufficiently complex awareness of its humau im- 
portance. People who don't live in tobacco country, it seems to me, are finding it 
too easy to condemn the producers with the product. 

As an example of what I mean, consider a "solution'* to the tol>aoct> prolUetu 
that a task force recently proposed to the Secretary of Health, Education, and 
Welfare. According to the Louisville Courier- Journal of Nov. 2, li)i7. this task 
force, headed by the Surgeon General, proposed to repeal the Federal price sujh 
port program for tobacco and to replace it with a "direct social welfare pn>gram 
for small tobacco growers to ease their losses in transition from a subsidittnt 
to a free market system, including funds for re-education.*' Among other things 
this program would provide the impoverished growers with food stan^vs. The 
*Te-education" would presumably be a part of an effort, subsidized by FinJeral 
loans, to prepare farmers to grow other crops. 

This proposal, of course, was made in the name of health : it Is a part of the 
e.nti-smoklng campaign. But we should recall that XO public proposal is ever 

(157) 
37-447—78 11 



Digitized by 



Google 



158 

made except in the name of some worthy cause. In fact, this one can have no 
effect whatever on health problems related to smoking, but would do incalculable 
damage to the health of families and communities in several states. 

One should note, to begin with, that the Surgeon General and his colleagues 
do NOT propose to outlaw the growing and marketing of tobacco — much less 
the manufacture and use of tobacco products. They propose only to eliminate the 
price support program. If this should be done the tobacco industry would con- 
tinue as before; smokers would continue to smoke as before; the relation of 
tobacco to health would remain exactly the same. The only difference would 
be tjiat small farmers would be quickly priced off the tobacco market and 
forced, as the Surgeon General correctly anticipates, onto welfare. The manu- 
facturers' quotas would be filled by a few large, highly mechanized producers 
and/or by imports. 

What is this price support program that the Surgeon General proposes to 
repeal? It is a system, freely subscribed to by the tobacco growers in a refer- 
endum every three years, by which they limit their production in return for a 
market price which is set by the government. If the tobacco companies do not 
bid up to the set price, then the tobacco is taken under loan AT the set price 
by a cooperative, which then markets it, frequently abroad, and repays the 
price support loan. The combination of price supports with production controls 
has made the tobacco program uniquely successful. It is, indeed, a model pro- 
gram. It has not produced expensive surpluses, it has not subsidized overproduc- 
tion, and it HAS kept the small farmer on the farm through several decades 
notorious for the virtual extinction of small farmers in other parts of the nation. 
It is a program conceived to protect the small farmer in the marketplace, and in 
doing so it has preserved a great resource at small expense. (According to Secre- 
tary Bergland, the program costs "75 million dollars to administer, and it gen- 
erates maybe six billion dollars in tax revenue. ..." 

Dependent on this program are 600,000 tobacco growers (mostly small farmers) 
and their families — perhaps as many as 3,000,000 people. Obviously then, the 
cost of putting them all on welfare would far exceed the cost of their welfare 
payments. What is the total social and monetary cost of uprooting or demoral- 
izing a family, of breaking up a community? We do not know. We know 
only that many generations may pass before it is paid in full. 

It is rare nowadays to run across anyone who would argue that tobacco is a 
good or a healthy product. Among the most ardent defenders of the tobacco 
price support program there are many who wish that a different staple crop 
could be found for the small farmers of their region. But they know that, now, 
the survival of those small farmers is dependent on tobacco — though the produc- 
tion of tobacco is NOT dependent upon the survival of those small farmers. 

A CROP THAT DEMANDS MUCH LABOR, LITTLE LAND 

Perhaps the outstanding characteristic of tobacco as a crop is that it requires 
much labor and little land. This has made it almost an ideal crop for a small 
family farm, which has its own labor force, and which may have only a few 
acres suitable for cultivation. The price support program has made it possible 
for a family to make a substantial income from only a few acres of tobacco. To 
assume that tobacco can be satisfactorily replaced by just any other crop is 
therefore dead wrong. To suggest, as Senator Birch Bayh recently did, that It 
can be satisfactorily replaced by com is not only wrong but absurd. To get n 
livable income from com requires an acreage many times that required by to- 
bacco, and, because it is not protected on the market by production controls 
and price supports, even vast acreages of com are now failing to produce a 
livable income. To make 6(X),000 tobacco farmers dependent on corn would 
be a disaster both for them and for the present com farmers. 

But that is not all. Much of the farmland on which tobacco is grown is rolling 
or hilly clay land, highly subject to erosion. In my own part of the tobacco 
belt, it is likely that no more than 10 percent of the land can be safely put into 
cultivation in any one year. With tobacco as the staple crop in a diversified sys- 
tem keeping most of the land in grass, it is possible to cultivate no more than 
that. Without tobacco — or a crop equivalent to it in per-acre value — much more 
land would have to be broken for row crops, and thus exposed to the rain. 

Finally, it must be considered that tobacco is one of the most labor-intensive 
crojw now being grown. Though production standards have declined in recent 
years, it is still extraordinarily demanding of care and skill. Moreover, farms 
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on which tobacco is grown are in general more diversified than those, say, in 
the grain belt. Tobacco growers, therefore, tend to be highly capable and 
versatile farmers. They are also extraordinarily thrifty and independent: ac- 
cording to the Agricultural Statistics Yearbooli for 1976, North Carolina, a 
tobacco state, was first in the value of farm products consumed on the farm ; 
Kentucky, another tobacco state, was fourth. To remove these people from farm- 
ing would be to squander an invaluable resource. To make them dependent on 
welfare — on food stamps indeed — would be to abandon all hope of sense or 
sanity. 

The tobacco program is not a subsidization of smoking. It has nothing to do 
with smoking and health; smoking will continue whether or not the tobacco 
is grown by small farmers. Tlie program, in intention and in effect, is a con- 
servation program. It conserves the small farmer and the small farm. It con- 
serves land. And it conserves a fairly high quality of agricultural character 
and know-how. 

Like many friends of the tobacco farmers, I long for the day when tobacco 
can be replaced by other, healthier crops. I share that hope with the Surgeon 
General. But his proposal will not advance that hope. It will not do away with 
tobacco. It will do away with tobacco farmers. 

The price support program for tobacco should be continued, for the simple 
reason that it makes sense. Meanwhile, since tobacco is, in fact, neither a healtJi- 
ful nor a necessary product, we need a careful program to replace it. 

We need to develop a different small-farm economy to support the farm fam- 
ilies now dependent on tobacco. This will not be easy. As David DeBuisson re- 
cently wrote in The Sentinel of Winston-Salem, North Carolina, it will require 
"a radical chane in the food distribution system to provide a local or regional 
market for vegetables or fruit crops. It will require an equally radical change 
in farmer attitudes, and a considerable amount of education." 

And one might add that it will require a highly diversified farming, involving 
both plants and animals, that will not force too much of the land into cultivation. 

That is a diflicult possibility, but it is not hopeless. It is Infinitely better than 
knocking the economic props out from under 60,000 farmers, and then expecting 
to "educate" them. THAT is hopeless. 

[Editor's Note: This article reprinted from the magazine Organic Gardening 
and Farming, with permission of the publishers and the author, Wendell Berry. 
Article furnished through courtesy of Burley Tobacco Growers Cooperative 
Association, Lexington, Kentucky. The author, who farms at Port Royal, Ky., 
is a staff member of Organic Gardening and Farming, published by Rodale 
Press, Inc., Emmaus, Pa. He is a well-known Kentucky writer, and a former 
teacher at the University of Kentucky.] 



Statement op the Greateb Lexington Abea Chamber op Commerce 

The Greater Lexington Area Chamber of Commerce appreciates t^e opportunity 
to provide some commentary for the record as part of the hearings on SB 3118 
"Smoking Deterrents Act of 1978." 

For your information, the Lexington Chamber of Commerce is the largest busi- 
ness organization in Central Kentucky representing some 1,425 member firms. 
These business members are professionals, retailers, wholesalers, manufacturers, 
tobacco firms, general services, financial enterprises and many, many others. 

Approximately eighty percent of our membership is composed of small busi- 
nesses and individual proprietorships. Thirty business executives comprise our 
board of directors, who conduct the business of the Chamber. 

At the last regular meeting of the Board of Directors, there was discussion 
regarding SB 3118 which would appear to further regulate, tax and control the 
use of tobacco by American citizens. The Board moved and unanimously ap- 
proved a motion that the Chamber go on record as being opposed to any addi- 
tional regulations or taxes on the tobacco industry. 

This bill is viewed not only as a further unnecessary regulation and taxing of 
the industry, but as a further encroachment of government into the personal 
lives and habits of its citizens. 

A quick look at the contribution of the tobacco industry in the Lexington 
SMS A (Standard Metropolitan Statistical Area) shows the following: 
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In 1978 tobacco growers made expenditures in plant and equipment in the. 
following amounts : 

Fertilizer and lime $3, 760, 000 

Pesticides 195, 000^ 

Chemicals 276, 000 

Fuel 1, 159, 000 

Machinery repairs 995, 000^ 

Hired labor 7, 907, OOO 

Machinery purchases 6, 178, 000 

Bam costs 7, 248, 000 

The total of the above amounts to $27,718,000. In the market last year, total 
sales amounted to $140,272,655. This money impacts the entire Central Kentucky 
area because it goes into the hands of so many small producers and is spent im- 
mediately. It should be noted that these figures are for only the six county SMSA. 

Tobacco stored in Lexington is valued at $321 million this year and generates 
taxes for the city of Lexington and the Commonwealth of Kentucky. 

In addition, tobacco companies have some $48 million in facilities built in 
Lexington which generate property taxes for the local community and provide 
an average of 1,000 jobs. These jobs with our processors generates a payroll of 
approximately $10 million annually. 

In addition to the 1,000 jobs provided by these processors, there are approxi- 
mately 4,000 other jobs provided by warehouses and farmers producing the 
tobacco. 

In the December 1977 issue of the Chamber of Commerce magazine Lexington,, 
there is an article that delves into some detail as to the economic contribution of 
tobacco to our local economy. 

The article appears on page eight. We would like to enter this publication 
into the record. 

In reviewing SB 3118, it becomes apparent that this is another attempt to 
saddle an industry with additional costs which either must be absorbed by 
that indiMry or passed on to the conisumer. 

[From Lexington, December 1977] 

Tobacco — This Market Mean^ Millions to Lexington 

Each year shortly before Thanksgiving, the warehouses that have stood silent 
for so long suddenly come to life. The tobacco sales season has arrived. Burley 
tobacco, and lots of it. In the next ten weeks more burley tobacco will be sold in 
Lexington than anywhere else on earth. 

The golden leaf, fifth largest among American cash crops will be responsible 
for adding over one half billion dollars to the Kentucky economy. That rei>re- 
sents a major investment to this community's fiscal well-being. But for some 
reason this miajor "industry" dioes not receive the attention that it deserves. 

A one half billion dollar industry deserves attention. 

Jack Lewyn, executive director of the Council for Burley Tobacco, offered an 
explanation for this phenomenon. "We're a unique industry," he said. "Tobacco 
is enormously complex yet an international industry with diverse interests an4 
by it'« very niature is fragmented." 

He almost lost us right at the start, but we asked him to convert that mouthful 
into bite-sized chunks. Basically we learned that the industry is comprised of 
farmers, warehousemen and producers. As you might expect, each of these 
indlustry segments have their own set of priorities. 

It is the farmers, or growers of the crop, who are responsible for the activity 
that is readily visible during the selling season. They bring their annual crop to 
Lexington (or onie of over thirty other markets in Kentucky) for auction in one 
of thirty-three local wlarehousee. Not unlfike farmers from acroRs the nation 
their profit margins are low. They are interested in receiving the highest possible 
price for their crop. 

Seventeen firms or corporations own the warehouses scattered around the city. 
The first one in 1906 was opened by Chariles Bohmer. a Virginia na<^ive who 
settled in I^xington. The originial stood on South Broadwav at Pine Street 
but was destroyed by fire in 1967. There are many prominent persons associated 
with warehouses, some still bear the name of the founder. Among them are 
Dr. Sam Holly (Fayette Tobacco Warehouses) and Morgan Gentry 

Charles Marshall, an experienced oflScer and member of the Tobacco Boanf 
of Trade, described the auction process. 
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**The Tobacco Board of Trade determines the schedule for the selling of 
tol>acco in the warehouses," he explained. "We get our selling time based ui)on 
the number of 'spots' on our warehouse floor." 

A "spot" simply means the number of positions available to display a basket 
(tobacco stacked for ease of handling and Inspection) for the buyers. There 
^re 84,000 "spots* available In Lexington. 

•This Is the way It works everywhere," Marshall added. "At my warehouse, 
the manager, Brown Sharp, acts as the one who supervises activity." 

How do the farmers decide where to take their crop for stile? Marshall 
•explained, '*The best method Is personal contact Other warehouses have trades- 
men in other towns. The larger houses will have several solicitors or tradesmen. 

** After the tobacco is in the warehouse, government agricultural inspectors 
will grade the tobacco according to quality. We act as an agent for the grower 
with the buyers." 

Tlianks to the early television efforts of the American Tobacco Company 
(for those who are over thirty) most Americans are familiar with the melodic 
chant of the auctioneer. His sing-song voice echoing through the warehouses 
of Ivexington is as pleasant as the ring of any cash register on Main Street. 
Last year alone Lexington's warehouses racked up sales of over $114.8 million. 

THE MONEY MEN 

Who brings this $114.8 million to town? The tobacco manufacturers and 
dealers. Some of It Is here all year In the guise of dealers such as G. F. Vaughan 
Tol»acco and Southwestern Tobacco Company, a subsidiary of Universal liCaf. 
Dealers, which Include the Dibble Brothers (North Carolina), Parker (Ken- 
tucky), J. C. Monk (North Carolina) and Austin (Tennessee) act as buyers 
for any number of clients In this country or abroad. 

A publication of the Tobacco Institute (Washington, D.C.) about Kentucky 
hurley tobacco notes that since the early national period, Kentucky tobacco has 
liad foreign outlets. The types now exported — and for more than the past cen- 
tury — differ from those that reached European Importers via the Mississippi 
in the late IRth century or went first to eastern ports of the United States from 
early In the 19th century. 

Burley tobacco Is shipped to all continents. West Germany, Sweden, Italy, 
Denmark, Switzerland, Netherlands and Japan are major buyers. World-wide 
consumer use of all tobacco commodities rose or was maintained In recent years. 
Kentucky tobacco, much of It prized burley, Is to be found In all of these products. 

The United States Is the leading tobacco exporter and the third largest tobacco 
importer. Recently about thirty-five percent of the U.S. tobacco crop has been 
■exported. In 1976, U.S. exports of leaf tobacco and manufactured products totaled 
some $1.46 billion, a record high. Imports came to approximately $316 million. 
The difference represents a positive net contribution of over $1.1 billion to the 
U.S. balance of payments in calendar year 1976. 

The other link in the tobacco buying chain Is composed of manufacturers who 
buy for their own usage. These are the large corporate names familiar to almost 
everyone. R. J. Reynolds Tobacco, American Tobacco, Phillip Morris, Liggett, 
Brnwn & Williamson and others. 

The tobacco that is on the market is graded by government agricultural in- 
spectors by quality standards. Thoy establish a minimum (or guaranteed value) 
price for eadi grade of tobacco. This insures that the grower will receive no less 
than the specific price established for that grade of leaf. If bids for the leaf do not 
go higher than the support price, the tobacco is purchased by the tobacco "pool" 
financed by the federal government and stored until the demand creates a higher 
price for the leaf. 

This tobacco support program is widely misunderstood. Unlike other price 
supports, the tobacco program is not a subsidy. It's a type of government loan, 
and businessmen should recognize the difference. Virtually every other business 
operates with credit. 

Jack Lewyn of the CJoundl for Burley Tobacco added, "Because of enabling 
legislation and growers in the tobacco states, the USDA Commodity Credit Cor- 
poration in effect borrows the money and price supports are effectively applied. 

"The price support program is not a subsidy. It was first applied in 1941 for 
the balance of the 1940 crop. It's more of an effective borrowing program than 
-a subsidy. In fact, it's one of the few programs In which growers can take their 
product to the market and be assured of a fair price. 
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"The manufacturers," Lewyn says, "still create the demand for the product 
which has a great deal to do with establishing the price. Always the grower 
has taken his product to the market (before the support program went into effect) 
but instead of setting his own price it amounted to a *'what-will-you-give-me- 
for-it" situation. This was a tragic procedure. 

Lewyn related that in the early days buyers were treated like royalty while 
the humility of the growers was astounding. Stability to the industry was 
achieved with the implementation of the price support program in 1941. 

Jack Lewyn is a fascinating man with a diverse occupational background. He 
has lived in Lexington since 1945, transferred from Louisville by the Associated 
Press. A native of Wheeling, West Virginia, it was there that he had his first 
contact with the world of tobacco. 

Lewyn describes it this way : "Covering the hurley belt for the AP was most 
interesting. I was transferred to Baltimore but I had lived in Lexington for two 
years too long. I had to come back." 

A veteran of the second world war, Lewyn joined the Burley Tobacco Growers 
Cooperative in January of 1962 as vice-president for public affairs until assuming 
his present position in 1975. Married and the father of three children, Lewyn lives 
a busy yet rewarding life. The man knows about tobacco, and while too modest for 
his own good, obviously performs a vital service for this diverse and highly impor- 
tant industry. 

He perceives the role of the Council as that of "communicator." Their function 
is to provide a medium for conununication. They tell the tobacco story to others. 

"Sure," he admits, "we have problems. Some inside and some on the outside, but 
we are addressing those problems in an orderly, responsible manner. One reason 
that the tobacco industry has succeeded to the extent that it has is that the grow- 
ers have responded to the needs of the industry. The grower cares. And he's very 
effective." 

In Fayette 

While the figrure of $114.8 million dollars from the sales floors is most impres- 
sive, so are the production figures for Lexington and Fayette County. While we 
may tend to think of Lexington as an ever-expanding urban area, the amount of 
land devoted to agricultural use is substantial. 

Over thirteen million pounds of the great leaf was grown in Fayette County last 
year which brought $16 million at the market. While industry sources put the 
figure at $500 million circulating through the local economy, obviously the Fayette 
County production's $16 million stayed here at home. 

Bright Burley 

Through a fortunate accident of nature — ^assuming that there are "accidents" 
In nature — a revolution took place in the farming of tobacco with the discovery 
of "bright" or "white" burley. The Tobacco Institute records that on a since for- 
gotten day in the spring of 1864 two Ohio tenant farmers were seeding tobacco 
beds when they ran short. Crossing the river to Bracken County, Kentucky, they 
acquired seeds of "Little Burley." 

The seedlings that consequently developed were sturdy and of fine texture, but 
the color was a bright yellow. Believing that the plants were defective they de- 
stroyed them. In the following season some of the seeds obtained from the Ken- 
tucky supplier were again sowed. When they displayed the same traits, an imagi- 
native farmer transplanted about a thousand of them. In their maturity the plants, 
described then as "healthy and thrifty" had an unusual stalk and broad leaves of 
pale green. 

Tliese "freak" tobacco plants caused quite a sensation. When cured, the leaf was 
a bright yellow or cream color but the experts said that it smoked **bitter." Ulti- 
mately the development of this new "white burley" created a product that brought 
an excellent price. TTie spread of this new type was rapid, especially through Lex- 
ington and Central Kentucky. White burley was "in" and the reet is history. 

CONOLUSION 

Burley tobacco is prized for its '*poraclty," that quality which allows it to be 
Tery absorbent and an Ideal leaf for sweetened, flavored or treated tobacco 
products. Plant pathologists have improved the breed over the years whereby 
the poracity of the plant preserves the moisture, flavor and aroma of the leaf. 
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It is this quality which makes it vital to the production of the modern American 
blended cigarette. 

Kentucky, with it's firm place in the national economy and enviable position 
among the burley belt states, has enjoyed the success brought about by the pro- 
duction of this golden leaf crop. Lexington, as the center of the burley auction 
markets, has perhaps benefited the most from the success of the tobacco industry. 

So while you may only take note of the heightened activity around the ware- 
houses during the selling season, don't forget that the tobacco industry is a 
year-round asset for the Lexington area. Growers, suppliers, warehousemen, 
ageuts, buyers and manufacturers make up this diversified, complex yet vital 
industry that is quite important to the local community. 

A one half billion dollar industry deserves attention. It has ours, give it yours. 



Tobacco in Kentucky's Economy 

(By Robert H. Miller) ' 

Tobacco culture was brought to Kentucky with the beginning of settlement in 
the late 1700's and for many years tobacco has been Kentucky's chief cash crop. 
Over the years, marketing, processing, and manufacturing facilities have been 
developed for Kentucky tobacco along with a host of service and supply industries 
and a price support and marketing quota program for growers. 

Production and Marketing 

Tobacco is Kentucky's chief cash crop. About 100,000 Kentucky farms have 
income from tobacco, and this provides important employment for the work force 
of 136,000 family and hired workers on Kentucky's farms. Tobacco has a high 
cash value and 1977's crop brought growers about $572 million. For many years 
it has been the leading source of cash farm income, accounting for 80 percent In 
1976. Tobacco is particularly important on small and medium-sized farms of 
which Kentucky has a very large niunber. 

With about one-fourth of the U.S. tobacco crop, Kentucky leads the States in 
burley tobacco production and ranks second to North Carolina in total tobacco 
production. About 80 percent of U.S. farms growing tobacco are in Kentucky. 

In spite of the economic importance of tobacco, only a relatively small number 
of acres are needed to meet the demand. The total tobacco acreage in Kentucky 
(arount 200 thousand acres per year) is only about 4 percent of the acreage of 
principal crops harvested and 2 percent of the total cropland of the State. 

Present legislation provides for price support for any crop of tobacco for 
which growers approve marketing quotas (by two-thirds majority). Kentucky 
tobacco allotments (primarily burley) have an estimated capitalized value to 
their owners of about $950 millioiL This value represents about 11 percent of 
the total value of Kentucky farm real estate (land and buildings). 

About 94 i)ercent of Kentucky's tobacco is burley. The balance is fire-cured and 
dark air-cured tyi^s. The various types of tobacco are grown In certain well- 
defined areas where the soil and climate have been found to yield a product with 
properties desired for manufacture or for export. In addition to the factors of 
soil and climate, the methods of growing and handling are largely determined by 
the kind of leaf required by the trade. Dark tobacco, grown in the western part 
of the State, is less important in production and trade than formerly, but farmers 
in every Kentucky county grow burley tobacco. 

Despite the small acres required, tobacco is an important employer of farm 
labor. About 300 man hours are required to produce and market an acre of tobacco. 
In Kentucky, the tobacco enterprise accounts for about 28 percent of the hours of 
farm labor. Burley production remains unmechanized so tobacco has maintained 
employment in Kentucky's agriculture, while technological developments in other 
crops have released farm labor to other uses. For the 1977 crop, total labor cost 
(hired and uniiaid family labor) r^resented about $165 million. 

In addition to providing steady income and employment for the farm sector, 
tobacco production supports sizeable service and marketing industries. For ex- 
ample, Kentucky farmers purdiased fertilizer, gasoline, petroleum, machinery, 
cast<»n and contract woilc Based on cost and returns data for field crops cash 



^ Project Leader-TolMMOO, Commodity) SeoBODlei Divlsloii, IBeonoiDlei^ Statistics. Ooop- 
entlret Berrlet, U.S. Department of Afrleiiltiiie» Washington, D.C, Prepared Jannarj 
197& 
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production expenditures usually equal about one-fourth of the cash receipts from 
the tobacco crop. So the outlay for the 1977 crop was about $145 million. 

Virtually all the Kentucky tobacco crop is sold to manufacturers, dealers, and 
exporters at 221 warehouses at 32 auction markets. Lexington is the largest 
tobacco market in the United States with 24 warehouses and its accounts for 
.about 20 percent of Kentucky's sales. Warehouses employ numerous actioneers, 
handlers, weighers, bookkeepers, and clerks to move tobacco quickly through 
the sales. The auction season length varies from year to year but hurley markets 
open in late November and the season ends for fire-cured sometime in March. 

Manufacturing 

Tobacco and tobacco products is the third leading manufacturing induf^try in 
Kentucky, ranking after electrical and electronic equipment and food. Value 
added to production of about $496 million is about 9 percent of the total for 
Kentucky's total manufactured products. This figure represents the value created 
in products by Kentucky's manufacturers, not counting such costs as materials, 
supplies and fuels. 

Among the States, Kentucky ranks third in value added by tobacco manufacture. 
Most of Kentucky's value added is in 3 cigarette plants in Louisville, but the more 
numerous steaming and redrying plants are an important processing step. Ken- 
tucky also has a cigar factory and 5 plants for chewing and smoking tobacco. In 
Kentucky, 17 redrying plants operated in 1972 and employed about 1,600 employees 
with an annual payroll of about $9 million. 

In manufacturing, hurley is used principally for blending with other tobaccos 
in cigarettes. The heavier, darker leaves usually are used for smoking tobaccos. 
Fire-cured leaf is used chiefly in the manufacture of snufiP,. specialty cigars, smok- 
ing tobacco, and dark cigarettes in a few countries. Dark air-cured tobacco is also 
used in every form of smoking. 

For hurley, the chief kind of tobacco grown in Kentucky, about 80 percent of the 
crop is used in U.'S. cigarettes, 5 percent in other tobacco products, and about 15 
percent of the crop is exported. A larger share of fire and dark types goes overseas. 

rigarettes acount for about four-fifth's of the tobacco consumed in the United 
States. Only 3 States manufacture cigarettes and Kentucky ranks third after 
North Carolina and Virginia in cigarette production. Kentucky's cigarette fac- 
tories product about 20 percent of the Nation's cigaretes and employ about 9,500 
with an annual payroll of $26 million. 

In terms of Kentucky's employment, tobacco products plants have about 12,000 
• employees, or about 4 percent of those working in manufacturing. As a share of 
value of output, labor cost is low relative to other Industries because of a very 
high degree of mechanization In tobacco plants. 

Farm and Manufacturing Value Combined 

The value of tobacco production by farmers and value added in manufacture 
accounted for by tobacco and tobacco products ($795 million — 1972) represents 
Rbont one-tenth of the value of goods produced in Kentucky ($7.7 billion). 
Measured by employment, tobacco farming, in terms of full time jobs, and 
manufacturing accounts for about 4 percent of Kentucky's employment of 1.3 
million. However, the total number receiving income from tobacco is substantially 
Inrsrer because of the seasonal nature of farm production, selling, and redrying 
operations. 

Exports 

Al'out 18 percent of the Kentucky tobacco crop Is exported to foreign countries 
as unmanufactured tobacco. Value is about $112 million. The remainder is used 
by domestic manufacturers, but tobacco products exports, principally cigarettes, 
represent additional foreign trade so the Kentur»ky lenf and leaf equivalent In 
product exports represent about 25 percent of the crop. 

Taxes 

Tobacco is heavily taxed by the Fnited States government and State and local 
government. Federal. State, and local governments tobacco taxes represent about 
"36 T>ercent of consumer expenditures for tobacco products. Virtually all the taxes 
ar^ collected on cicrarettes. Nationally, excise taxps are about 3 times the amount 
U.S. farmers receive from the tobacco they produce. 
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Historically, taxes on cigarettes are levied with Federal rates fixed on a per 
thousand t>asis and State and local governments on a per pack basis. The current 
Federal tax rate is ^ per thousand or 8 cents per package of 20. State dgarette 
taxes averaged 12.8 cents p^ pack in late 1977. Taking into account the tobacco 
contained in cigarettes, the tax rate is equivalent to $5.90 per pound of cigarettes. 
Comparable rates on other tobacco products are substantially lower. 

With a relatively low tax of 3 cents per pack, Kentucky received about $22 
million in tobacco taxes this past fiscal year, or about 1.2 percent of State tax 
revenues. Kentucky smokers' cigarette purchases included $63 million in Federal 
excise taxes (paid by manufacturers). 



Economic Importance of Tobacco in Kentucky* 
(By D. Milton Shuflfett)* 

The most important asi>ect of tobacco as an economic commodity in Kentucky 
is its importance as a source of cash farm income. Cash receipts from farm 
marketing of tobacco in Kentucky have been about S300 million during recent 
years, and tobacco sales account for fore than 50 i>ercent of the receipts from 
crojis and nearly one-third of total cash receipts from farm marketings in most 
years. 

Quotas for tol>acco in Kentucky for 197S are about 407 million pounds for. 
Imrley and approxima telly 26.500 acres for dark fire-cured and dark air-cured 
types. Allotments were held by 143,(X)0 hurley growers and nearly 23,(X)0 dark 
tol>acco producers. 

Ill terms of people sharing in the returns from farm sales of tobacco. It i» 
estimated that the average number of families involved in the production of 
each allotment is approximately 1.5. Consequently, more than 250,000 families 
share in the production and the returns from the state's tobacco group. 

In producing tobacco, farmers are involved with out-of-pocket cash costs for 
cover crops, plant bed materials, insecticides, fuel, chemicals, gasoline for 
machinery, machine repair expenditures, and hired labor. Producers usually 
spend, on the average, about .'^5 cents per pound for direct cash ci>sts involved 
in producing tobacco. Indirect expenses associated with bams, sticks, depre- 
ciation on machinery and equipment, and miscellaneous overhead costs would 
run another 35 cents per pound, on the average. At a cost of 70 cents per i^ound 
for production costs (excluding family labor and land and quota use), the 
average expenditure of Kentucky tobacco producers for production supplies 
would amoimt to approximately $325 million per year. These expenditures re- 
flect direct purchases from local businesses and labor and c<nitribute substan- 
tially to the economy in local areas where tobacco is produced. 

The average labor requirement per acre of tobacco produced and marketed 
is approximately 300 hours. Kentucky's tobacco production furnishes employ- 
ment equivalent to approximately eight million man days per year. This would 
be the equivalent of about 39,0()6 full-time jobs per year. Approximately two- 
thirds of the labor used in hurley production is family lalK>r and one-third is 
hired labor. Nevertheless, if tobacco production were not available as a source 
of employment to hired and family workers, these workers would need to find 
alternative jobs ; nonfarmjobs for the most part. 

Tobacco marketing is carried out through more than 200 looseleaf tobacco 
warehouses located in 30 market centers throughout the state. Investment In 
the marketing facilities is estimated to average about $300,000 per warehouse,, 
with a total investment in first marketing facilities of about $60 million. Pro- 
ducers pay approximately $25 million per year for marketing of the crop; 
this marketing cost goes for buying supplies and equipment for the warehouses,, 
hiring labor for handling the crop in the warehouse fioors, advertising, etc., 
and represents money generated and spent in the local market centers. 

Kentucky has 11 stemming and redrying facilities for processing tobacco for 
storage after it is sold on the looseleaf warehouse fioors. These facilities 



^Data were assembled from secondary sources Indnding USDA Reports, Kentncky 
State Department of Agricnltnre Reports, and publications from the Tobacco Institute. 
In cases where data were not available, estimates are those made by the author. 

* Professor and Vice Chatrman, Department of Agrieoltaral Bconomies, University of^ 
Kentucky, Lexington, Ky. 
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normally hire local people and represent an important source of employment 
and income for the area. 

In addition to sales warehouses and redrying facilities, tohacco marketing 
involves considerable economic activity in the process of transporting tobacco 
crops from the farms to warehouse floors, from warehouses to stemming and 
redrying facilities, and from redryers to storage facilities where the tobacco 
is aged until it is ready for use in manufacturing. 

Approximately 56,000 production workers are involved in the tobacco manu- 
facturing industry in the United States. More than 10,000 production workers 
are employed in tobacco manufacturing establishments located in Kentucky. 

In addition to manufacturing workers, large numbers of employees are used in 
the storage, merchandising and distribution of tobacco products after they are 
manufactured. There are nearly 3,000 wholesale firms and about 1.35 million 
retail firms that handle tobacco products in the United States. Many of these 
firms are located in Kentucky because of the production and manufacturing 
industry in the state. 

The manufacturing industry has implications for many segments of the econ- 
omy through the purchase of such supplies as cellophane, aluminum foil, printed 
packages and cartons and paper. It is estimated that in the nation more than 
1.5 million businesses share in the tobacco trade and in supplying equipment, 
transportation, advertising, mechandising, and services. 

An important part of Kentucky's tax revenue comes from tobacco products and 
the tobacco industry. In fiscal year 1976-77, Kentucky collected $22.2 million in 
•excise taxes and from sales of tobacco products. This is in addition to sales taxes 
and state and local property taxes collected on farmland with higher value due 
to tobacco allotments and on warehouses, manufacturing plants, and storage 
warehouses and facilities. 

Tobacco allotments have an important impact on farmland values in many 
areas of the state. It is estimated that the average value of a hurley tobacco quota 
is approximately $3 per pound (farms with quotas sell for an additional $3 for 
each pound of hurley allotment). Kentucky's 423 million pounds of hurley quota 
in 1977 had the effect of increasing farmland values in the state by approximately 
.$1.2 billion — an important contributor to land values and assessment for local 
tax purposes. 

In summary, agriculture, agribusiness, and state and local governments are 
heavily dependent on tobacco production, marketing, manufacturing, and dis- 
tribution as a source of employment, income, and tax revenue. 



Economic Contbibutions of Bttblet Tobacco to the Economy op 
Kentucky Counties 

( By D. Milton Shuffett ) * 

The attached tables provide estimates of a part of the nonfarm economic 
activity associated with hurley tobacco production in Kentucky counties. The 
estimates were made by using 1978 quotas and average costs for the various 
categories of inputs shown, and by assuming that yields per acre were the same 
for all counties.* While actual costs and yields will vary between counties, the 
data should provide reasonable estimates for determining the impact of tobacco 
on the local economy. 

Some categories of costs are not Included In the estimates because they are 
minor relative to total costs or may not be used by all producers. For example, 
plastic and cotton covers, fuel for curing, irrigation costs, custom operations and 
crop insurance were not Included. Marketing costs were excluded because mar- 
keting does not always occur In the county where the tobacco is produced. 

In using the estimates for an individual county, the data shown could be 
adjusted upward or downward for added cost items In production, marketing 
costs, and any transportation, redrying, green-prizing, of manufacturing that may 
occur in the county. 



^Professor and Vice Chairman, Department of Agrlenltoral Bconomics, Ccdlege of 
Ajrrlcultnre, University of Kentucky, September 1978. 

> Costa of Producing Barley Tobacco, 1976, Vemer Grite^ BSCS, USD A, Mardi 1978. 
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Expeiwrtbres for: 

Fertilizer aod !ime_. 45 32 243 213 374 

pHtiL>d5$._ „ 2 2 13 11 19 

CNmicaU 3 2 18 16 28 

Fijel._ . 14 10 75 66 115 

Machinery iflpalrs 12 9 64 56 99 

HiTjdtaaor , 95 68 510 447 787 

Wactijnery purchase*, 74 53 399 349 615 

Bdrn costs. „„ 87 62 468 410 722 

Hours Df labor used dfioti- 

^ ssnd*) . 96 69 520 456 803 

LsboT years equivalent ___^ 46 33 250 219 386 

Value of quQ& {milliaos) $2.1 $1.5 $11.4 $10.0 $17.6 

Cumber- f 

Clinton land Daviess 

Number of qutJtas.. ^„„ 1,541 1147 2 432 

Baiicquoia(lhousanrij).„„ 2,302 2.506 6.952 
E^pendituri^s for: 

Fertilizer and lime _„ 147 160 444 

Pe*^trcitfe5_„,,^ „_, 8 8 23 

Chemicais „___... 11 12 33 

FueL. 45 49 137 

Machinery rapairs 39 42 117 
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ECONOMIC CONTRIBUTIONS OF BURLEY TOBACCO TO THE ECONOMY OF KENTUCKY COUNTIES-Continued 
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. sands 319 560 1.277 1,200 112 1,298 53 424 

Labor years equivalent 153 283 614 577 54 624 25 204 

Value of quota (millions) $7.0 $13.1 $28.0 $26.3 $2.4 $28.4 $1.0 $9.3 



Jefferson 



Jessa- 
mine 



Johnson Kenton 



Knox 



Larue Laurel Lawrence 



Ntirnber of quoUs _._ 456 1,346 735 959 957 1,392 2,862 736 

Basic wa (thoLisandJ)".- 662 6,856 767 1,459 1,055 3,198 4,457 760 
E^qienditLires for: 

Fsj^tilizar an dli !!»„..„ 42 438 49 93 67 204 285 49 

Peitn:idw___ 2 23 3 5 3 11 15 3 

CUflmrcals. 3 32 4 7 5 15 21 4 

Fuel .._.___ 13 135 15 29 21 63 88 15 

M*chJn«ryrepairt„__.. 11 116 13 25 18 54 75 13 

Hired labor. 89 921 103 196 142 430 599 102 

Machinery pwcftases.... 70 720 81 153 111 336 468 80 

Barti costs..., __ 82 845 94 180 130 394 549 94 

Houfi of Eabof ussd (thou- 

sandsj _,. 91 939 105 200 145 438 611 104 

UbOf years eqiii vale n1_ 44 452 51 96 70 241 294 50 

Value of quota (millionsX-.- $2.0 $20.6 $2.3 $4.4 $3.2 $9.6 $13.4 $2.3 



Lee 



Lewis Lincoln 



Logan 



Lyon McCracken McLean Madison 



Number of quotas .,... 626 1,411 2,398 2,136 366 894 1,022 2,152 

Basic Oiiolfl<thousands).,„. 646 4,613 6,548 3,464 456 1,140 1,478 10,762 
ERpenditure^ for: 

Fertilizer and lim« 41 295 418 221 29 73 94 688 

P*5tr<:Jd«s „_.„_ 2 15 22 11 2 4 5 3S. 

Chemieak.. ._. 3 22 31 16 2 5 7 51 

Fuel. 13 91 129 68 9 22 29 212 

Machinery repaira_,*___. 11 78 111 59 8 19 25 182 

Hir«d Tabor.., 87 620 880 466 61 153 199 1,446 

Machinery purchases,,,. 68 484 688 364 48 120 155 1,130 

Saio costs 80 568 807 427 56 140 182 1.326 

mars of labor used (thous^ 

«nds) _,. 88 632 897 475 63 156 203 1,474 

Labor years 9quivafent.....„ 43 304 431 228 30 75 97 709 

Vain* or quota (millioos),.,,, $1.9 $13.8 $19.7 $10.4 $1.4 $3.4 $4.4 $32.3 

Magoffin Marion Marshall Mason Meadt Menifee Mercer Metcalf 

Number of quotas..,.,.,,,,, 1,423 1,420 646 1,172 U76 734 1,610 l7587 

Basic quota (thousandls) 1,801 5,455 428 8,763 1,771 1,479 6,766 5,433 

EEpeiurtufes for: 
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fljinber of quotas 

ba^c quota (thousands) 

£ife«idfturesfor: 

Fertilizer and lime 

Pnticides 

C*)einicab 

fud 

Machinery repairs 

Hired labor 

Machinery purchases... 

Barn costs 

Hours of labor used (thou> 

sands) 

Labor years equivalenL 

Value of quota (millions) 



flumber of quotas 

Baste quota (thousands) 

Expenditures for: 

Fertilizer and lime 

Pesticides 

Chemicals 

Fuel 

Machinery repairs 

Hired labor 

Machinery purchases... 

Barn costs 

Hours of labor used (thou- 
sands) 

^ Labor years equivalent 

Value of quota (millions) 

Number of quotas 

Bask quota (thousands) 

Expenditures for: 

Fertilizer and lime 

Pesticides 

Chemicals 

Fuel 

Machinery repairs 

Hired labor 

Machinery purchases... 

Barn costs 

Hours of labor used (thou- 
sands) 

Labor years equivalent 

Value of quota (millions).... 



Number of quotas 764 3,157 1,493 1,902 363 639 

Basic quota (thousands) 3,790 6,022 6,850 2,956 322 596 

Expenditures for: 

Fertilizer and lime 242 385 438 189 21 38 

Pesticides 13 20 23 10 1 2 

Chemicals 18 28 32 14 2 3 

Fuel 75 119 135 58 6 12 

Machinery repairs 64 102 116 50 5 10 

Hired labor 509 809 921 397 43 80 

Machinery purchases 398 632 719 310 34 63 

Bern costs 467 742 844 364 40 73 

Hours of labor used (thou- 
sands) 519 825 938 405 44 82 

Labor years equivalent 250 397 451 195 21 39 

Value of quota (millions) $11.4 $18.1 $20.6 $8.9 $1.0 $1.8 
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